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HEAD OFFICE:

The Seatrade Organisation,
Fairfax House, Causton Road,
Colchester CO1 1Rj, UK.
Tel:(0206) 45121

Telex: 98517 DISOP G

FAX: (0206) 45190

NORTH AMERICA:

The Seatrade Organisation,

125 Village Boulevard - Suite 303
Princeton Forrestal Village
Princeton, New Jersey 08540, USA
Tel: (609) 452-9414

Telex: 233629 SEA UR

FAX: (609) 452-9374

HONG KONG:

The Seatrade Organisation,
4405 China Resources Building,
26 Harbour Road, Hong Kong.
Tel: 573 6211

Telex: 68444 HKTF HX

FAX: 891 3831

GREECE:

The Seatrade Organisation,

St. Nicholas House,

4/6 Efplias Street, Piraeus, Greece.
Tel: (1) 4125005/6

Telex: 212310 NAFT GR

FAX: (1) 4528976

BRASIL:

The Seatrade Organisation,
Rua Alzira Brandao, 241
20.520 - Tijuca - Rio de Janeiro
Brazil ‘
Tel: (021) 264.3344

Telex: 2130691 HCAP BR
FAX: (021) 264.3222

S1016085
NWMAR135563



October 23, 1989

Memo To: Art Engel
From: Bill Zavin

Subject: Weekly Update of Commercial Contracting Activities
The SNAME roster remains the same for the week of November 17.

Quintin Watt’s trip was fruitful. I expect a trip report next
week after he moves out of his home in Vancouver.

We had further evaluation visits with Mo Husain last week and I
would like to discuss the project with you when you are in
Portland.

You should have received the documents on the Steel Fabricating
business. I would be glad to review it with you at your
convenience.

Dick Camacho, George Riddle and I had an excellent visit to
American Hawaiian which created some opportunities we need to
review when you come to Portland.

We also completed transfer of the data and its operation for the
Commercial Future Work Programs to the department secretary’s
computer. I therefore request the opportunity to purchase my
computer and printer from SW Marine at its cost. I will leave it
here at least until we get all the bugs out of the system.

Please let me know if this is acceptable to you.
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October 13, 1989
Memoc To: Art Engel
From: Bill Zavin

Subject: Weekly Update of Commercial Contracting Activities

As a result of discussions with Bill Johnston and Bill Lundmark,
Bill Lundmark’s name should be added to the roster of each event,
SNAME and Fish Expo, previously listed.

As previously mentioned, we will travel to Honolulu to solicit
the Constitution Project from American Hawaiian. Dick Camacho
tells me the great stumbling block has been removed, Prentis
Davis has left American Hawaiian and is now apparently in the

Ivan Chandler tells me that Chevron will give us a debriefing on
the Long Term Jobs Proposal at our convenience.

Carl Hanson, Bob Hubbard and I met with Mike Anderson who is now
our newest account representative in San Francisco.

Quintin’s trip has created at least one inquiry to San Francisco
so far. The Monday discussions continue to generate some good
debate on where jobs should be bid and worked.

Alex Vinck and I met with Mo Husain on the 0il Spill Project. It
shows promise for more evaluation which will continue on Monday.
October 13, 1989

I was exposed to a new business opportunity I would like to
describe to you at your convenience.
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NORTHHEST MARINE

VESSEL: M.V.HUAL TRADER BID SUMMARY.OF REVENUE AND EXPENSES REV: DATE: 18-0ct-89
(UNER: HOEGH (NORWAY)
DAYS: REG. 12
DAYS: CAL. 16
REPRESENTATIVE LUMPSUN  BASIC BID WITH  UNITS OPTIONAL WORK POTENTIAL GROWTH GRAND TOTAL NOTES
EST. RATE $ EST. RATE $ EST. RATE $ EST. RATE $
REVENUES:
KANHOURS: S.T. 12,267 40,000 490,680 0 0,000 ¢ 0 0,000 0 12,267 40,000 430, 660
0.1, 0 0,000 0 0 0.000 0 0 0,000 o b ERR v -
HATERIALS: 23,245 1,100 23,579 0 0.000 0 0 0,000 4 23,243 1.100 25,570 _
SUBCONTRACTORS: 101,520 1.100 111,672 0 0.000 0 0 0,00 0 101,520 1,100 111,672 »
BONDS: 0 0.000 ] 0 0.000 0 0 0.000 i} ¢ 0
OTHER: G 0.000 4 0 0.000 0 0 0.000 G 4 ERR 6 ___
ADDED REV.T8 BALANCE: 0 0,946 0 0 0.744 0 0 094 0 0 0.946 [ d
7.0.P. OVERTIKE 0 0,000 0 0 0.000 0 o 0,000 0 0 ERR o q
F.0.P. TARIFF: 81,755 1.100 89,931 o 0.000 0 0 0.000 ] B1,755  1.100 89,931 __ 3 5
F.0.P. USE FEE: 677,922 0.057 35,792 00,097 0 0 0,057 o 627,922 9.057 35,792 o _ TN /(0\0\
TOTAL REVENUES: CALC 733,644 0 0 733,644 v > } éf
: s ) ____/,,»/’ 6’0
TOTAL REVENUES: BID 732,513 ] ] 752,515
DIRECT EXPENSES:
LABOR: REGULAR 12,267 13.650 167,445 0 13,650 ¢ ¢ 13850 0 12,267 13.650 167,443
LABOR: FRENIUM 0 6.820 0 0 6,820 0 0 6.8 o 0 6820 v -
HATERIALS: 23,245 1 0 23,245
SUBCONTRACTORS: 101,520 0 0 101,520
BONDS: 0 0 0 0
OTHER: 0 0 0 ] R
P.0.P. GVERTIME: ] 0 0 o _
P.0.P. TARIFF: 81,735 0 0 B1,753 .
P.0.F. USE FEE: 35,792 0 0 35,792
TOTAL EXPENSES: 409,756 4 1 409,706
GROSS CONTRIBUTIDN: 342,759 0 ] 342,759
VARTABLE OVERHEAD: 12,267  9.380 115,064 0 9.380 0 0 5.380 0 12,267 9,380 115, 064
NET CONTRIEUTION: 227,694 0 0 227,634
RECOVERY BID RATE: .59 ERR ERR
REMARKS:
HEN PER DAY..8 HR.SHIFTS 128 OVERTIKE HAS BEEN BID AS A SEPARATE ITEM, NAMELY, (4) DAYS @ $16500 (WEEKEND )
MEN PER DAY.10 HR SHIFTS 102 THIS REPESENTS 1000 HRS.X $15/HR = $15000 X 1.057 = $15855 + $445 FOR POP 07

DRYDOCK: N0 { 3 YES (X 1  TOTAL DAYS ON DRYDOCK [8 1

BONDING : NO [X 1 YES [ 1  BOND COSTS ¢

TOWING : ND [X ] YES L 1 TOWING COSTS $

LIOIDATED DAMAGES : TO BE DISCUSSED PRIOR TO AN AWARD

S1016162
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12-15-89

Memo To: Art Enge
From: Bill Zavin
Subject: Commercial Contracting Activity Update

Jim Nakamura, David Evans and I completed the first round of budget work on the projected
expense work for 1990. I have requested information of a historical and current type on
our commercial type work as I have not received any of any type except the annual audited
statement you gave me some months back. Additionally, Jim said he would investigate
creating a report for you, him and me which would deal exclusively with our NON-Navy
Contracting Activities.

The SNAME report as compiled by Quintin Watt is traveling by overnight to you on Monday.

We are developing SEATRADE (Cruise Ship Plans) through Bob Hubbard and Nick Calley’s
separate reservations and are working through the Port’s fluid plans for their booth and
cocktail party.

The sales meeting is under planning currently and I need to review timing with you and
will call by phone to do this.

The Constitution project continues to go smoothly and is growing in scope each week.

Quintin Watt’s immigration forms should be submitted before Christmas.

Bill Johnston, Ed Eckelhoff, George Riddle and I will go to Cleveland to meet with BP Oil
to review their plans and concepts for shortening 3 VLCCs to allow them to enter
previously restricted Ports.

Don Widness, our new fish specialist will start Jan, 2, 1990. We still seek two
additional people, one For San Francisco, one for San Pedro. Don Widness,will replace
Ivan Chandler in the company census of personnel assigned to this type of work.

I will call you on some of these subjects today for direction.

Cen o &5 Prr?

. — .
ML

S1016194
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MAILING P.O. BOX 3109
ADDRESS: PORTLAND, OR 97208

5555 N. CHANNEL AVE,, BLDG. 2
PORTLAND, OREGON 97217

PHONE:  (503) 285-7557
TWX:  910-464-6107 NORMARINE PTL

DATE: June 2, 1989

TO : BiN [zavin

FROM: Jim eman

SUBJECT: Weekl .Production Status Report Week Ending 6/2/89

WATERFRONT

B.T. - Ship departs today at 1400 hours. Last minute

San Diego new work prevented planned Wednesday de-—

(Don Sheridan) parture. 30,000 hours expended vs budget of
36,000 hours as of 5/31/89.

Sansinena II - Additional rudder work in progress. Best

(Jon Sandstrom) estimate for sailing is Monday 6/5/89. _
25,6000 hours expended vs 30,509 budget.
Weekend work is mainly rudder and fair
water installation.

Polynesia Ship and new bulbous bow departed Saturday

(Joe Vetere) 5/27/89. Nice job by all concerned.

Polar Sea Topside blasting/painting in progress. Hull

(John Gilmore) is next, still no firm dates on GFM

propeller return. POP crane train track is
not helping our efforts. Budget and labor at
completion are closing budget 41,095 vs
44,106 (cost plus 1 %) Crafts still need to
keep close watch.

New Arrivals

S/S "Aspen" This is a tough 36,000 hour budget job. Major

{Lundmark) steel renewals in tanks with serial sequenc-—
ing of work in short time span makes this a
closgse call. Ship arrives 1500 today. Tank
cleaning, layout work and staging are 1tems
being worked this weekend.

S1016404
NWMAR135569



New Arrivals Continued

Barge Hercules On Dock Monday 6/5/89 for survey.
(Joe Vetere)

Other Issues

Payroll

Continued emphasis on making system work.

cc: B. Johnston Craft Superintendents
L. Mills Ship Superintendents
T. Sharp B. Lundmark
D. Nugent G. Riddle
P

roject Managers D. Sheridan

S1016405
NWMAR135570
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MAILING  P.O. BOX 3109
ADDRESS:  PORTLAND, OR 97208

5555 N. CHANNEL AVE., BLDG. 2
PORTLAND, OREGON 97217

PHONE: (503) 285-7557
TWX:  910-464-6107 NORMARINE PTL

DATE: June 2, 1989

TO:

FROM:

SUBJECT:

WATERFRONT

B.T. - Ship deprarts today at 1400 hours. lLast minute

San Diego new work prevented planned Wednesday de-

{Don Sheridan) parture. 30,000 hours expended vs budget of
36,000 hours as of 5/31/89.

Sansinena I1 - Additional rudder work in progress. Best

(Jon Sandstrom) estimate for sailing is Monday 6/5/89. _
25,6000 hours expended vs 30,509 budget.
Weekend work is mainly rudder and fair
water installation.

Polynesia Ship énd new bulbous bow departed Saturday

(Joe Vetere) $5/727/89. Nice job by all concerned.

Polar Sea Topside blasting/painting in progress. Hull

(John Gilmore) is next, still no firm dates on GFM

propeller return. POP crane train track is
not helping our efforts. Budget and labor at
completion are closing budget 41,095 vs
44,106 (cost plus 1 %) Crafts still need to
keep close watch.

New Arrivals

S/S5 “Aspen" This is a tough 36,000 hour budget job. Major
{Lundmark) steel renewals in tanks with serial sequenc— -
ing of work in short time span makes this a
close call. Ship arrives 1500 today. Tank
, cleaning, layout work and staging are 1tems
’ belng worked this weekend.

S1016421
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New Arrivals Continued

Barge Hercules On Dock Monday 6/5/89 for survey.

(Joe Vgtere)

Other Issues

Payroll

Continued emphasis on making system work.

cc: B. Johnston Craft Superintendents
.. Mills Ship Superintendents
T. Sharp B. Lundmark
D. Nugent G. Riddle
Project Managers D. Sheridan

51016422
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3498

4116

4117

4118

4119

4121

4123

4124

CURRENT JOB LIST 6/2/89

NAME OF VESSEL — PM/SS-

WEST COAST SHIPPING

PROJECT MANAGER - IVAN CHANDLER
SHIP SUPT — VARIED

COLUMBIA FALLS ALUMINUM

PROJECT MANAGER - RALPH MITCHELL
SHIP SUPT - ED ECKELHOFF

SWM — SP CRAFT 05 SUPPORT

PROJECT MANAGER — DON NUGENT
SHIP SUPT — LYNN MILLS
D.B. "SUPER SCOOP'""

PROJECT MANAGER - GORDON NEWELL
SHIP SUPT — JOE VETERE

S/5 "B.T. ALASKA" ’

PROJECT MANGER - CHANDLER
SHIP SUPT — MILLS

USS DIXON

PROJECT MANAGER - RALPH MITCHELL
SHIP SUPT — DOUG TAYLOR

SWM SP CRAFT 07 SUPPORT

PROJECT MANAGER - DON NUGENT
SHIP SUPT — LYNN MILLS

BARGE HERCULES

PROJECT MANAGER - BRUCE MOYER
SHIP SUPT — JOE VETERE

M/V "NEO CAMPANULA"

PROJECT MANAGER - NICK CALLEY
SHIP SUPT - JIM MCCLURE

START/STOP DATE

(OPEN ACCOUNT)

START
STOP

START
STOP

START
STOP

START
STOP

START
STOP

START
STOP

START
STOP

START
STOP

START
STOP

6/6/88

5/31/89

3/16/89
9/30/89

5/12/89
6/12/89

5/30/89
6/10/89

"5/17/89

5/19/89

5/17/89
7/17/89

5/22/89
7/30/89

5/30/89
6/5/89

6/1/89
6/2/89

S1016423
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4700

4701

4702

4704

4705

4900

4901

4902

4903

NAME OF VESSEL — PM/SS

M/v "APJ ANJAR"

PROJECT MANAGER - RALPH MITCHELL
SHIP SUPT — BOB KUNKEL

S/S "B.T. SAN DIEGO"

PROJECT MANAGER — IVAN CHANDLER
SHIP SUPT — DON SHERIDAN

S/5 "SANSINENA II"

PROJECT MANAGER — HARDY SCROGGINS

SHIP SUPT — JON SANDSTROM
S/S “COAST RANGE"

PROJECT MANAGER - CHANDLER
SHIP SUPT -

5/5 "ASPEN"

PROJECT MANAGER — BILL LUNDMARK
SHIP SUPT — DOUG TAYLOR

S/S "EXXON BATON ROUGE"

PROJECT MANAGER - IVAN CHANDLER
SHIP SUPT — BOB KUNKEL

M/V "NIEUW AMSTERDAM"

PROJECT MANAGER NICK CALLEY
SHIP SUPT — DAVID SHERIDAN

M/V "NOORDAM"

PROJECT MANAGER
SHIP SUPT

NICK CALLEY
DAVID SHERIDAN

5/5 "“ROTTERDAM"

PROJECT MANAGER - NICK CALLEY
SHIP SUPT - LYNN MILLS

M/V "NIEUW AMSTERDAM"

PROJECT MANAGER — NICK CALLEY
SHIP SUPT —~ DAVE SHERIDAN

START/STOP DATE

START
STOP

START
STOP

START
STOP

START
STOP

START
STOP

START
STOP

START
STOP

START
STOP

START
STOP

START
STOP

6/1/89
6/4/89

3/30/89
6/1/89

3/2/89
6/10/89

7/1/89
8/1/89

5/25/89
6/20/89

6/1/89
7/15/89

1/30/89
5/30/89

1/30/89
9/30/89

12/7/88
10/6/89

5/17/89
5/30/89

S1016424
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5501

5502

5503

NAME OF VESSEL - PM/SS

USCGC POLAR SEA

PROJECT MANAGER - TERRY KINGREY
SHIP SUPT — JOHN GILMORE

USCGC POLAR SER (JLG RENTAL)

PROJECT MANAGER - TERRY KINGREY
SHIP SUPT — JOHN GILMORE

BERTHING FACILITY

PROJECT MANAGER — TERRY KINGREY
SHIP SUPT -~ JIM MCCLURE

BERTHING RENTAL

PROJECT MANAGER
SHIP SUPT

TERRY KINGREY
JOHN GILMORE

START/STOP DATE

START — 4/6/89
STOP - 8/1/89
START - 4/11/89

STOP - 4/15/89

START 5/16/89
STOP - 5/19/89

!

START 5/17/89
STOP - 6/10/89

S1016425
NWMAR135575
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Dry Dock and Berthage Schedule %% Port of Portland

TOTAL SPACE AVAILABLE IN TREATMENT PLANT: 25,000 DATE: 6/12/89

VESSEL CONT. DATE IN DATE OUT ORD’'D BY LOA BEAM TONS
DRYDOCK #1
ICE BEAR CG 12-Jun-89 14-Jun-89 KRUG 123 26 232
HAWAIT WSI 17-Jun-89 21-Jun-89 MITCHELL 430 80 6377
USNS SILAS BENT POP 26-Jun-89 13-Jul-89 TWINE 285 48 245¢
USNS HAYES CG 24-Jul-89 30-Aug-89 JONES 246 75 3677
DRYDOCK #3
CRANE RAIL REPAIRS POP 15-Apr-89 01l-Aug-—-8S% TWINE -- - --
# USCG POLAR SEA NW 01-May-89 30-Jun-89 MILLS 399 84 --
# CHEVRON OREGON CG 05-Jul-89 11-Jul-89 JONES 650 96 16941
# COAST RANGE NW 12-Jul-89 17-Jul-89 MILLS 659 100 21357
# USCG POLAR SEA NW 17-Jul-89 25-Aug-89 MILLS 399 84 --
* USCG IRIS WSI 12-Aug-90 20-Aug-89 MATTIX 180 37 -
* USCG IRIS CG 25-Aug-89 01-Sep-89 WAY 180 37 --
* PACIFIC PRINCESS NW 09-Sep—~89 21-Sep-89 MILLS 553 81 7702
* FAIR PRINCESS NwW 23-5ep-89 03-0ct-89 MILLS 608 80 870¢
* OCEAN PHOENIX NW 09-0Oct-89 23-0ct-89 MILLS 669 76 1654:
# INDICATES NEW ADDITION OR CHANGE SINCE LAST ISSUE OF SCHEDULE
* INDICATES BID JOB

S1016426
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PORT OF PORTLAND DRYDOCK AND BERTHAGE SCHEDULE DATE: 6/12/89
VESSEL CONT. DATE IN DATE OUT ORD’D BY LOA BEAM TONS
DRYDOCK #4

MERCURY (USNS) CG 31-May-89 14-Jun-89 JONES 685 102 23382
ASPEN NW 14-Jun-89 19-Jun-89 MILLS 811 125 37784
KSC 700 BARGE NW 20-Jun-89 25-Jun-89 MILLS 700 182 42747
EXXON BATON ROUGE NW 25-Jun-89 03-Jul~-89 MILLS 810 125 34266
PATHFINDER II CcG 10-Jul-89 15-Jul-89 JONES 686 106 28975
LOADOUT BARGE ARCO 15-Jul-89 19-Jul-89 PURL 400 100 6642
ARCO ALASKA CG 19-Jul-89 23-Jul-89 JONES 953 166 83675
OVERSEAS JUNEAU WSI 24-Jul-89 30-Jul-89 MATTIX 883 138 57701
B.T. ALASKA NW 30-Jul-89 04-Aug-89 MILLS 915 166 83650
ATIGUN PASS POP 04-Aug-89 11-Aug-89 TWINE 906 173 74250
STERRA MADRE NW 12-Aug-89 16-Aug-89 SHERIDAN 659 100 21351

* THOMPSON PASS POP 12-Aug-89 17-Aug-89 TWINE 906 173 74251
ROTTERDAM NW 11-Sep-89 23-Sep-89 MILLS 784 94 38644
NOORDAM NW 24-Sep-89 29-Sep-89 MILLS 705 89 33390
CORNUCOPIA NW 02-0ct-89 06-0ct-89 SHERIDAN 628 90 21688
LOADOUT BARGE ARCO 10-Oct-89 11-0Oct-89 McKENNA 400 100 6642

* CONSTITUTION CG 01-Jan-90 07-Feb-90 MENON 683 89 20269

* STARDANCER NW 13-Jan-90 27~Jan-90 MILLS 608 89 26747
NIEUW AMSTERDAM NW 12-May-90 21-May-90 MILLS 704 89 33390
WESTERDAM NW 23-Sep-90 27-Sep-90 MILLS -- - -
ROTTERDAM NW 28-Sep-90 03-0ct-90 MILLS 784 94 38644
ROTTERDAM NW 16-Sep-91 21-Sep-91 MILLS 784 94 38644
NOORDAM NW 22-Sep-91 27-Sep-91 MILLS 705 89 33390

# INDICATES NEW ADDITION OR CHANGE SINCE LAST ISSUE OF SCHEDULE

* INDICATES BID JOB

S1016427
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PORT OF PORTLAND DRYDOCK AND BERTHAGE SCHEDULE

DATE:

6/12/89

VESSEL CONT. DATE IN DATE OUT ORD’D BY LOA BEAM TONS
BERTH 301 800’
MERCURY CG 14-Jun-89 27-Jun-89 JONES 685 102 23382
# CHEVRON OREGON CG 11-Jul-89 31-Jul-89 JONES 650 96 16941
BERTH 302/303 7007
# SILAS BENT CG 10-May-89 12-Jul-89 JONES 285 48 2456
* USCG IRIS CG 24-Jul-89 25-Aug-89 WAY 180 37 --
* USCG IRIS WST 21-Aug-892 01-Sep-89 MATTIX 180 37 --
* OCEAN PHOENIX NW 01-Sep-89 09-0ct-89 MILLS 669 76 16542
* OCEAN PHOENIX NW 23-0ct-89 30~-Nov-89 MILLS 669 76 16542
NOORDAM NW 20-Sep-91 22-Sep-91 MILLS 705 89 33390
NOORDAM NW 27-Sep-91 28-~-Sep-91 MILLS 705 89 33390
BERTH 304 700/
# COAST RANGE NW 09-Jul-89 12-Jul-89 SHERIDAN 659 100 21357
# COAST RANGE NW 16-Jul-89 25-Jul-89 SHERIDAN 659 100 21357
SIERRA MADRE NwW 07-Aug-89 12-Aug-89 SHERIDAN 659 100 21351
SIERRA MADRE NW 16-Aug-89 31-Aug-89 SHERIDAN 659 100 21351
NOORDAM NW 29-Sep-89 02-0ct-89 MILLS 705 89 33390
CORNUCOPIA NwW 06-0ct-89 31-0ct-89 SHERIDAN 628 90 21688
NIEUW AMSTERDAM NW 21-May-90 29-May-90 MILLS 704 89 33390
WESTERDAM NwW 27-Sep-90 30-Sep-90 MILLS - -- --
ROTTERDAM NW 03-0ct-90 07-0ct-90 MILLS 784 924 38644
ROTTERDAM NwW 21-Sep-91 01-0Oct-91 MILLS 784 94 38644
# INDICATES NEW ADDITION OR CHANGE SINCE LAST ISSUE OF SCHEDULE
* INDICATES BID JOB
S1016428

NWMAR135578



PORT OF PORTLAND DRYDOCK AND BERTHAGE SCHEDULE DATE: 6/12/89
VESSEL CONT. DATE IN DATE OUT ORD’D BY LOA BEAM TONS
BERTH 305 700
POLAR SEA NW 30-Jun-89 21-Jul-89 MILLS 399 84 --
ROTTERDAM NW 23-Sep~-89 08-0ct-89 SHERIDAN 784 94 38644
ROTTERDAM NW 24-Sep-90 28-Sep-90 MILLS 784 94 38644
BERTH 306, 307 & 308
CAPE EDMONT POP 18-May-87 INDEF. TWINE 648 94 13355
NORTHERN LIGHT POP 27~-Feb-89 INDEF. TWINE 484 68 9361
CAPE ISABEL POP 30-Nov-88 INDEF. TWINE 685 102 23382
COMET POP 27-Feb-89 INDEF. TWINE 499 78 13792
BERTH 309
NOTHING SCHEDULED
BERTH 310
NOTHING SCHEDULED
BERTH 311
GRAND CANYON STATE POP 02-May-88 INDEF. TWINE 669 76 16819
BERTH 312
LIBERTY BELLE CG 15-Jun-89 30-Jun-89 JONES 894 106 44875
LOADOUT BARGES ARCO 10-Jul-89 24-Jul-89 PURL 400 100 6642
ATIGUN PASS POP 24-Jul-89 04-Aug-89 TWINE 906 173 74250
ATIGUN PASS POP 11-Aug-89‘ 15-Aug-89 TWINE 906 173 74250
# INDICATES NEW ADDITION OR CHANGE SINCE LAST ISSUE OF SCHEDULE
* INDICATES BID JOB-
S1016429
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PORT OF PORTLAND DRYDOCK AND BERTHAGE SCHEDULE DATE: 6/12/89
VESSEL CONT DATE IN DATE OUT ORD’D BY LOA BEAM  TONS
BERTH - 313
EXXON BATON ROUGE NW 22-Jun-89 25-Jun-89 MILLS 810 125 34266
EXXON BATON ROUGE NW 03-Jul-89 13-Jul-89 MILLS 810 125 34266
OVERSEAS JUNEAU WSI 15-Jul-89 24-Jul-89 MATTIX 883 138 57701
OVERSEAS JUNEAU WSI 30-Jul-89 15-Aug-89 MATTIX 883 138 57701
BERTH 314
ASPEN NW 02-Jun-89 14-Jun-89 MILLS 811 125 37784
ASPEN NW 20-Jun-89 27-Jun-89 MILLS 811 125 37784
ARCO ALASKA cG 15-Jul-89 19-Jul-89 JONES 953 166 83675
ARCO ALASKA cG 23-Jul-89 02-Aug-89 JONES 953 166 83675
B.T. ALASKA NW 04-Aug-89 19-Aug-89 MILLS 915 166 83650
* THOMPSON PASS POP 23-Aug-89 18-Sep-89 TWINE 906 173 83675
* STARDANCER NW 27-Jan-90 15-Mar-90 MILLS 608 89 26747
* CONSTITUTION CG 07-Feb-90 14-Feb-90 JONES 683 89 20269
BERTH 315
WILLIAMSBURGH POP 27-Jun-86  INDEF. TWINE 1095 144 103812
VESSELS DROPPED FROM SCHEDULE
VESSEL DROPPED
PETERSBURG 6/01/89
MOBIL MERIDIAN 6/01/89
S1016430
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NORTHWEST MARINE IRONWORKS COMMERCIAL WORKLOAD AS OF 08-Jun-83

FY 1989

NANE START DATE  END DATE DAYS  MAN-  AWARD  PROJECTED
AVAIL  HOURS  FACTOR HOURS
SANSINENA 11 02-May-89  06-Jun-89 5 29,000 1008 29,000
EXXON BATON ROUSE 19-Jun89  17-Jul-89 28 80,000 100% - 80,000
ATIGUN PASS - © 2-Jul-83  15-Aug-89 22 75,000 W 24,70
COAST RANGE ‘ 05-Jul-89  25-Jul-89 20 25,000 1008 25,000
THOMPSON PASS 01-Aug-89  30-Aug-89 29 75,000 3/ 24,750
SIERRA MADRE 01-Aug-89  23-Aug-69 2 25,000 1004 25,000
CORNUCOPIA 02-0ct-89  31-Oct-89 23 30,000 1008 30,000
ASPEN , 02-Jun-83  27-Jun-89 25 35,800 1008 35,800
BARGE KSC 700 03-Jul-83  1i-Jul-B9 8 3,05 1004 3,05
B.T. ALASKA 29-Jul-89  03-Aug-B9 5 30,000 954 28,500
C.5. CHARLES L. BROWN 01-ug-83  2B-Aug-63 27 20,000 206 4,000
OCEAN PHEONIX 15-Jul-B3  15-Nov-89 123 80,000 2% 20,000
COLUMBIA VICTORY. 16-Sep-83  28-Sep-89 12 15,000 0% 1,500
COLUMBUS VIRGINIA 02-Oct-89  13-Oct-89 11 15,000 106 1,500
EXXON VALDEZ 15-Aug-83  31-Dec-83 138 175,000 S0t 87,500
TOTAL TANKER HOURS: 420,356

CRUISE SHIPS
NAME  GTART DATE  END DATE DAYS  MAN-  AWARD  PROJECTED
AVAIL  HOURS  FACTOR HOURS
MISCELLANEDUS CRUISE SHIPS 50, 000 S0t 25,000
N. RMSTERDAM 17-May-89  22-May-89 5 25,000 1008 25,000
ROTTERDAM 11-5ep-83  08-Oct-89 27 300,000 1008 300,000
NOORDAM 24-Sep-89  02-Oct-£3 B 25,000 1008 25,000
FAIR PRINCESS 23-Sep-83  23-Sep-89 6 30,000 106 3,000
PRCIFIC PRINCESS 09-Sep-89  21-Sep-89 2 50,000 0% 5,000
TOTAL CRUISE SHIP HOURS: 383,000
TOTAL ALL COMMERCIAL HOURS: 803, 356

S1016431
NWMAR135581



S

NORTHWEST MRINE IRONWORKS COMMERCIAL WORKLOAD RS OF 0B-Jun-83

FY 19%

TANKERS
NAME START DATE END DATE DAYS MAN- AKARD  PROJECTED
AVAIL HOURS  FACTOR HOURS
EXXON VALDEZ 01-Jan-90 27-Mar-90 85 225000 50% 112,500
ARCO JUNEARU Feb-30 ERR 58, 0600 5% 14,500
CHEVRON COLORRDO Mar-90 ERR 25,000 17% 4,250
STYVESANT Apr-30 ERR 38,000 5% 9,300
LION OF CALIFORNIA Apr-90 ERR 19, 000 S50% 9,300
KEYSTONE CANYON fAipr-90 ERR 54, 000 2% 13,500
ARCO CALIFORNIA Hay-30 ERR 67,000 25% 16,750
CHEVRON CALIFORNIA May-90 | ERR 30,000 7% 5,100
BROOKS RANGE May-30 ERR 72, 000 9% 18, 000
ARCO SAG RIVER Jun-30 ERR 48,000 2a% 12,000
SANSINENR 11 15-May-90 29-May-30 10 19,000 T 100% 19,000
COAST RANGE 15-Jul-90  25-Jul-30 10 15,000 100% 15,000
SIERRA MADRE 15-ug-90  25-Aug-90 10 15,000 1006 15,000
CORNUCORIA 15-0ct-90 29-0ct-90 10 13,000 100% 13,000
ARCO TEXRS Jun-90 ERR 30, 000 2% 7,500
MOBIL ARCTIC Sep-90 ERR 38,000 10% 3,800
ARCO INDEPENDENCE Oct-30 ERR 71,000 2% 17,730
GOLDEN BRTE Oct-90 ERR 30, 000 5% 71,500
CHEVRON MISSISSIPPI Nov-90 ERR 30,000 17 5,100
KEYSTONER Nov-90 ERR 30, 000 254 1,500
OVERSEAS WRSHINGTON 1930 ERR 23, 000 3% 7,250
PHILADELPHIA SUN 1390 ERR 40,000 fe) ) 10, 000
BRODKLYN 1930 ERR 40, 000 2% 10,000
ADMIRALTY BAY 1990 ERR 29,000 2 7,25
EXXON VARIOUS 1930 ERR 130,000 33% 49, 500
TOTAL TANKER HOURS: 412,730

CRUISE SHIPS

NAME START DATE END DATE PAN- AWARD  PROJECTED
. HOURS  FACTOR HOURS
MISCELLANEQUS CRUISE SHIPS . 0 120,000 50% 60, 000
STAR DANCER C o 13-Jan-%0 27-Jar90 14 : 0
NIEUW AMSTERDAM 12-May-30 29-Hay-90 17 40, 800 100% 40, 800
WESTERDAM 23-5ep-90 30-Sep-90 7 100% 0
ROTTERDAM 28-Sep—90 07-0ct-90 9 100% 0
. 0 0
TOTAL CRUISE SHIP HOURS: 100, 800
TOTAL ALL COMMERCIAL HOURS: 913,530
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ORKS

o= MAILING  P.O. BOX 3109

ADDRESS: PORTLAND, OR 97208

5555 N. CHANNEL AVE,, BLDG. 2
PORTLAND, OREGON 87217

DATE: June 12, 1989 PHONE:  (503) 285-7557
) TWX: 910-464-6107 NORMARINE PTL
TO: Bil avin
FROM: Jim eman
SUBJECT: Weekl roduction Status Report Week Ending 6/9/89
WATERFRONT

Sansinena I1 -
(Jon Sandstrom)
(Doug Taylor)

Barge Hercules -
(Joe Vetere)

USNS Polar Sea —
(John Gilmore)

5/S "Aspen" -

FUTURE WORK

S5/5 "Exxon
Baton Rouge"
{Bob Kunkel)

cc: Johnston
Mills
Sharp

Nugent

Todrw

roject Managers

Ship departed on Monday at 2350. Hardy
Scroggins tasked to have lessons learned,
meeting work of 19 June with Craft and Ship
Superintendents.

Departed 1530 on 6/9/89.

Blasting complete. Still showing 4000 hours
overrun at completion. We need to concentrate
on closing the gap now that we have opened up
the ship to crafts. Based on GFM, propeller
delivery dates are 23, 27 & 30 June. We have
to take ship off dock around 30 June to make
way for firm bookings on DD #3. Stern tube
work not finalized. 53 % progress as of
6/7/89.

Lack of documentation on job is being
corrected. Late turn on of basic work items
is major concern. Crafts are to review items
and discuss where they stand relative to
budget vs expenditures on 6/13/89. Bill
estimates job is 45 % complete. Steel work
(basic) should overrun approximatley

3,000 hrs.

Craft budgets being established.
to L.A. is scheduled for 6/14/89.

Ship check

Craft Superintendents
Ship Superintendents
B. Lundmark

G. Riddle

D. Sheridan
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NORTHWEST MARINE

YEAR ENDED DECEMBER 31, 1991
OPERATING PLAN FY 91 INPUT FORECAST/ACTUALS SECTION

LABOR HRS (1,000’s) TOTAL

JoB # VESSEL JAN FEB MAR APR MAY JUN JuL AUG SEP ocT NOV DEC  FY HOURS

AWARDED  COMMERCIAL

I
I
|
|
I
I
I
I
4736 TUSTUMENA 22.0 22.0 34.0 22.0 100.0 ||
4923 INDEPENDENCE 45.0 45.0 ||
429N VIKING SERENADE 2.0 3.0 5.0 10.0 ||
---------------------------- T R e e e L L bl I
UNAWARDED COMMERCIAL I {H
[l I
BT SAN DIEGO I 2.0 23.0 45.0 ||
MALASPINA 1 1M.7 1.7 1.7 35.0 ||
CONSTITUTION I 45.0 45.0 ||
W. COAST SHIPPING || 25.0 25.0 25.0 25.0 100.0 ||
TRINIDAD I 26.7 26.7 26.7 80.0 |]
BRITISH PETRO- H 66.7 66.7 66.7 200.0 ||
ARCO I 16.7 23.4 40.0 ||
EXXON I 20.0 8.3 16.7 13.4 18.3 13.3 90.0 ||
MISC WATERFRONT || 4.7 4.7 4.7 4.7 4.7 4.7 47 47 4T &7 47 4.7 56.0 ||
---------------------------- L |
AWARDED 1 H
I < 0.0 ||
---------------------------- bt |
UNAWARDED I i
R || 0.0 ||
---------------------------- L
AWARDED  GOVERNMENT 1 [
I
5006  WILLIAM STANDLEY || 66.0 53.0 46.0 20.0 13.0 6.0 204.0 ||
---------------------------- i |
UNAWARDED GOVERNMENT 1 H
Wi || 0.0 |]
[ |l
|1 H
BACKLOG: i 135 78 85 42 13 6 0 0 0 0 0 0 359 ||
I 5 5 25 13 85 91 75 123 155 83 16 16 691 |
il ettt H
Il 140 83 110 55 98 97 75 123 155 83 16 16 1,050 |
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A DIVISION OF SOUTHWEST MARINE, INC.
P.O. Box 3109 « Portland « Oregon e 97208 « 5555 N. Channel Ave. ¢ Bidg?2  Poriand « Oregon « 97217
(503) 285-7557 « TWX: 910-464-6107 NORMARINE PTL « FAX: (503) 240-6600

June 12, 1990

Finn Rorbye

Falck Formco Ap.S
Ryvangs Alle 44
DK-2900 Hellerup
Copenhagen
Denmark

Subject: M/V "MARCHEN MAERSK" (Lindo No. 123)

Dear Finn:

With reference to our recent telephone conversation, attached is Northwest Marine
Inc’s bid summary dated June 11 for M/V "MARCHEN MAERSK" based on A.P. Moller

specification reference Lindo No. 123, dated 23 May 1989.

A time of eight days would be required to complete the work, with four days in
drydock.

Please pass this information on to A.P. Moller and, if more details are required,
please let me know.

ours truly,

g SO VNG ook

Quintin Watt

Enclosure: Bid Summary

SOUTHWEST MARINE DIVISIONS: SAN DIEGO + SAN PEDRO « SAN FRANCISCO « SAMOA « NORTHWEST MARINE, PORTLAND, OREGON

CORPORATE HEADQUARTERS -
Foot of Sampson Street « P.O. Box 13308 « San Diego « California » 92113-0308 « (619)238-1000 « TWX: 910-335-1167 SWM SDG « FAX: (619) 238-0934

S1016557
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NORTHWEST MARINE

BID SUMMARY 11=-dun~-9G

VESSEL M.V, MARCHEN MAERSE

OWhER: AP FOLLER

VITEM TITLE FRICE i
{DECE. REFAIRS (SERVICES) 153,386 1

TAILSHAFT b3, 479

IN STABILIZER

T

e

) L
] [as
ey

L]

FAINTING

iM.E. AXIAL VIBRATION DAMPER

TOTAL

£
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PAGE

1

L Y

NORTHREST RARINE

BID SUMMARY RATE 57 30.00 IRATE §T 0,00 i1-Jun-30-
VESSEL H.V. HARCHEN BAERSK RATE OT 10.00 (RATE OT 0.09
JWNER: A.P.HOLLER HARKUP D.OOZ?HARK‘UP 0.00%

ITEH ;“- TITLE ;ST HOURS ;UT HOURS : HAT'L : SUBS“—; FOP/T ; POP/UF : PRICE ;

"-;_;DECK };gl-:MRS {SERVICES) '"";(;;é"" 206 ‘ 303 | 23102 | 70417 ‘ 3342 : 152,386 :

2 ;TMLSHAFT 1392 318 1816 7300 ¢ 3423 ; 63,479 :

3 ;FIN STABILIZER 369 114 533 { { 1068 1‘ 19,813 {I

4 ;H.E. AXIAL VIBRATION DAHPER 208 42 200 0 0 391:; 7,231 ;

5 ;PAINTINE 2634 327 2360 13840 3823 5739 i‘ 110,254 ;

; TOTAL 6033 1207 abla 46242 94247 13963 ; 333,183 ;

S1016559
NWMAR135607



.y J
/_/

S1016669
NWMAR135608



Soc ) /(./97.

TNavahlpbulldl Sts | |
Forecast to Grow Further

S1016670
NWMAR135609



gournal of @om et

and Commercia

' MONDAY, SEPTEMBER 14, 1992

Cruiser Contract
Sparks Controvers)
On Yard Competl on|

By ALICE CANTWELL
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PREPARED BY:

NAVATEK SHIPS , Ltd.
2234 Hoonee Place
Honolulu, Hawaii 96819
Tel (808) 848-6437

PROPRIETARY AND CONFIDENTIAL
INFORMATION, PROPERTY 0F
NAVATEK SHPS, LTD.

S1016673
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PROPRIETARY AND CONFIDENTIAL

" IRFORMATION. PROPERTY OF
" NAVATEK SHS, LTD.

N
AVATEK SHIPS 22M SWATH SPECIFICATIONS
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PROPRIETARY AND CONFIDENTIAL
INFORMATION. PROPERTY OF
NAVATEK SHPS, LTD.

NAVATEK SHIPS 22M SWATH SPECIFICATIONS (cont'd)

S1016676
NWMAR135614




























~(Changes Underlined)

THIS AGREEMENT is made on the 28th day of March 1991 between:

PACIFIC MARINE ENGINEERING SCIENCE CORPORATION, a
corporation incorporated in the State of Hawaii,
United States of America (PAMESCO),

FRATELLI COSULICH S.P.A., a corporation incorporated
in Trieste, Italy (COSULICH),

PROF. RICHARD SAPPER, Milan, Italy (SAPPER)

(hereinafter called "the Owners")

and SOUTHWEST MARINE, INC., a California corporation doing business as Northwest Marine
(hereinafter "Shipbuilder")

WHEREAS, the Owners are the owners of the copyright of the structural drawings, specifications,
general arrangements, plans and any other documents relating to a small water plane area twin hull
vessel (hereinafter called "the SWATH vessel") and also PAMESCO is the owner of the United States
of America patent of some of the knowledge and know-how pertaining to the SWATH vessel, designs
and construction, and possesses other confidential information relating to the SWATH vessel (such
properties of the owners shall hereinafter collectively be called "the Intellectual Properties");

WHEREAS, the Owners are desirous of having the SWATH vessel constructed using the Intellectual
Properties by granting a non-exclusive license to the Shipbuilder for the construction only of the
SWATH vessels in Portland, Oregon which utilize the Owner’s Intellectual Properties;

WHEREAS, the Shipbuilder is desirous of obtaining a non-exclusive right to construct the SWATH
vessel in Portland, Oregon using the Owner’s Intellectual Properties and seeks to have access to and
review of the Intellectual Properties to evaluate the possible construction of the vessel;

WHEREAS, the Owners and Shipbuilder agree and acknowledge that the Owner’s Intellectual
Properties pertaining to the SWATH vessel are of a highly confidential sensitive nature.

In pursuance of the aforesaid and in consideration of the Owners agreeing to allow the Shipbuilder
access to and review of the Intellectual Properties, the Owners and the Shipbuilder agree to the
following:

1. The Owners agree to provide the Shipbuilder with the Intellectual Properties reasonably
required by the Shipbuilder in its evaluation of the possible construction of the SWATH
vessel.

S1016702
NWMAR135623



Page 2

The Shipbuilder agrees and undertakes on behalf of itself and its directors and employees:

a) Not without the prior consent in writing of the Owners to disclose or permit disclosure
of any of the Intellectual Properties obtained as a result of this Agreement to any
person or body except that the Shipbuilder may take disclosure to its employees, as
may be reasonably necessary to allow the Shipbuilder to evaluate the possible
construction of the vessel;

b) Notwithstanding any of the foregoing provision hereinbefore, disclosure of any of the
Intellectual Properties may only be imposed by the Owners from time to time;

c) To take all reasonable steps and precautions in dealing with the Intellectual Properties
provided by the Owner so as to prevent any unauthorized person from having access
to such Intellectual Properties.

The Shipbuilder agrees not to record, copy, transcribe, photograph, photocopy or otherwise
in any other way reproduce any of the Intellectual Properties provided by Owners pursuant
to this Agreement except as reasonably necessary for its evaluation of the possible
construction of the SWATH vessel desired by the Owner. The Shipbuilder agrees that the
terms of this Agreement apply to any and all records, copies, transcriptions, photographs,
photocopies and other reproductions of the Intellectual Properties provided by the Owner
pursuant to this Agreement:

At any time hereafter, if the Owners shall, at its absolute discretion, decide (such decision
being final and no reason need be assigned thereto) that the Shipbuilder will not be
constructing the SWATH vessel the Shipbuilder agrees and undertakes to return all Intellectual
Properties and any and all copies thereof, within fifteen (15) days from the date of receipt of
written notice from the Owner demanding the return of the same.

Any notice required under this Agreement shall be delivered to the registered office of the
parties, or such other address as may be designated, either by personal service or by registered
mail, postage prepaid.

The Shipbuilder further agrees to indemnify the Owners against all legal costs and damages
incurred by the Owners as a result of any action by the Owners against the Shipbuilders in

which the shipbuilder is found to have materially breached the provisions of this Agreement.

No license or convevance of any rights to either party is granted or implied by the disclosure
of Owner’s Intellectual Properties except as provided herein. In the event Shipbuilder
determines that it is within its capabilities to construct the SWATH vessel and Owner desires
to contract with Shipbuilder to do so, award of a construction contract will be contingent upon
the parties entering into a license agreement permitting Shipbuilder to utilize the Owner’s
Intellectual Properties for construction of the SWATH vessel.

S1016703
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10.

Notwithstanding that this Agreement shall have been terminated or shall expire, Shipbuilder
shall keep in confidence, not use for its own benefit and prevent the disclosure to any person,
firm or corporation or persons outside its organization, all Intellectual Properties, which are
received by Shipbuilder pursuant to this Agreement, provided, however, that Shipbuilder shall
not be liable for disclosure or use of any Intellectual Properties in any case where:

a) It was in the public domain at the time it was disclosed or falls within the public
domain, except through a breach of this Agreement; or

b) It was known to Shipbuilder or its associated companies at the time of disclosure; or
c) It was disclosed after written approval of Owner; or
d) It becomes known to Shipbuilder or its associated companies from a source other than

Owner without breach of this Agreement by Shipbuilder; or

e) It was independently developed by Shipbuilder; or its associated companies without
the benefit of Intellectual Properties received from Owner; or

f) Three (3) years have passed from the date of this Agreement;

g) It was inadvertently or accidently disclosed despite the exercise of the same degree of
care as Shipbuilder takes to protect its own proprietary data.

Provided however, that if only a portion of the Intellectual Properties falls within any one of
these exceptions, the remainder shall continue to be subject to this Agreement,

All proprietary information which Shipbuilder shall be obligated to safeguard and not disclose
under the provisions of their Agreement shall be labeled "Confidential Intellectual Property"
by Owner prior to delivery to Shipbuilder.

It is the express intention of the Owner and the Shipbuilder that this Agreement is to be
governed by the laws of Hawaii.

IN WITNESS WHEREOF, the parties have set their hands to this Agreement.

PACIFIC MARINE ENGINEERING SOUTHWEST MARINE, INC. dba
SCIENCE CORPORATION NORTHWEST MARINE
By: : By:

Steven C.H. Loui

Its President Its

Prof. RICHARD SAPPER

By:

FRATELLI COSULICH S.P.A.

By:

Its Managing Director

S1016704
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P.O.Box 3109 » Portland e Oregon e 97208 e 5555 N. Channel Ave. ¢ Bldg 2 « Portiand e Oregon e 97217
(503) 285-7557 o TWX: 910-464-6107 NORMARINE PTL « FAX: (503) 240-6600

April 4, 1991

Andrea B. Cosulich
F.M. Fratelli Cosulich
Via Venti Settembre 41
Genova, Italy

To whom it may concern:

We are prepared to submit a proper competitive bid with relevant documentation to you by May 31,
1991. We have the capability of building a SWATH vessel within a reasonable period of time. Our
Company’s complement of personnel averages between 4,000 and 5,000 people. We were active in
the construction and outfitting of NAVATECH I. Our credentials will withstand any degree of
scrutiny.

I'am enclosing for your use a signed non-disclosure agreement from our Company to you. We have
made certain changes to your agreement which make it more workable to us. We do not believe that
it in any way detracts from the intent. of your proposal. For your convenience I am enclosing an
underlined copy of the document showing the additions and changes we made. In order to expedite
approval by your company, I am taking the liberty of sending a copy of this correspondence to Steven
Loui.

I look forward to your return information at your earliest convenience.

Yours very ,

/)~

ithiam H. Zavin, II
Senior Vice President
Commercial Contracting Activities

WHZ/rep

cc: Herb Engel
Bill Johnston

SOUTHWEST MARINE DIVISIONS: SAN DIEGO « SAN PEDRO « SAN FRANCISCO + SAMOA « NORTHWEST MARINE, PORTLAND, OREGON

CORPORATE HEADQUARTERS
Foot of Sampson Street « P.O. Box 13308 « San Diego « California « 92113-0308 ¢ (619)238-1000 » TWX: 910-225-1167 SWM‘—S:BG * FAX: (619) 238-0934
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(Changes Underlined)

THIS AGREEMENT is made on the 28th day of March 1991 between:

PACIFIC MARINE ENGINEERING SCIENCE CORPORATION, a
corporation incorporated in the State of Hawaii,
United States of America (PAMESCO),

FRATELLI COSULICH S.P.A., a corporation incorporated
in Trieste, Italy (COSULICH),

PROF. RICHARD SAPPER, Milan, Italy (SAPPER)

(hereinafter called "the Owners")

and SOUTHWEST MARINE, INC., a California corporation doing business as Northwest Marine
(hereinafter "Shipbuilder")

WHEREAS, the Owners are the owners of the copyright of the structural drawings, specifications,
general arrangements, plans and any other documents relating to a small water plane area twin hull
vessel (hereinafter called "the SWATH vessel") and also PAMESCO is the owner of the United States
of America patent of some of the knowledge and know-how pertaining to the SWATH vessel, designs
and construction, and possesses other confidential information relating to the SWATH vessel (such
properties of the owners shall hereinafter collectively be called "the Intellectual Properties");

WHEREAS, the Owners are desirous of having the SWATH vessel constructed using the Intellectual
Properties by granting a non-exclusive license to the Shipbuilder for the construction only of the
SWATH vessels in Portland, Oregon which utilize the Owner’s Intellectual Properties;

WHEREAS, the Shipbuilder is desirous of obtaining a non-exclusive right to construct the SWATH
vessel in Portland, Oregon using the Owner’s Intellectual Properties and seeks to have access to and
review of the Intellectual Properties to evaluate the possible construction of the vessel;

WHEREAS, the Owners and Shipbuilder agree and acknowledge that the Owner’s Intellectual
Properties pertaining to the SWATH vessel are of a highly confidential sensitive nature.

In pursuance of the aforesaid and in consideration of the Owners agreeing to allow the Shipbuilder
access to and review of the Intellectual Properties, the Owners and the Shipbuilder agree to the
following:

1. The Owners agree to provide the Shipbuilder with the Intellectual Properties reasonably
required by the Shipbuilder in its evaluation of the possible construction of the SWATH
vessel.

S1016707
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The Shipbuilder agrees and undertakes on behalf of itself and its directors and employees:

a) Not without the prior consent in writing of the Owners to disclose or permit disclosure
of any of the Intellectual Properties obtained as a result of this Agreement to any
person or body except that the Shipbuilder may take disclosure to its employees, as
may be reasonably necessary to allow the Shipbuilder to evaluate the possible
construction of the vessel;

b) Notwithstanding any of the foregoing provision hereinbefore, disclosure of any of the
Intellectual Properties may only be imposed by the Owners from time to time;

c) To take all reasonable steps and precautions in dealing with the Intellectual Properties
provided by the Owner so as to prevent any unauthorized person from having access
to such Intellectual Properties.

The Shipbuilder agrees not to record, copy, transcribe, photograph, photocopy or otherwise
in any other way reproduce any of the Intellectual Properties provided by Owners pursuant
to this Agreement except as reasonably necessary for its evaluation of the possible
construction of the SWATH vessel desired by the Owner. The Shipbuilder agrees that the
terms of this Agreement apply to any and all records, copies, transcriptions, photographs,
photocopies and other reproductions of the Intellectual Properties provided by the Owner
pursuant to this Agreement:

At any time hereafter, if the Owners shall, at its absolute discretion, decide (such decision
being final and no reason need be assigned thereto) that the Shipbuilder will not be
constructing the SWATH vessel the Shipbuilder agrees and undertakes to return all Intellectual
Properties and any and all copies thereof, within fifteen (15) days from the date of receipt of
written notice from the Owner demanding the return of the same.

Any notice required under this Agreement shall be delivered to the registered office of the
parties, or such other address as may be designated, either by personal service or by registered
mail, postage prepaid.

The Shipbuilder further agrees to indemnify the Owners against all legal costs and damages
incurred by the Owners as a result of any action by the Owners against the Shipbuilders in
which the shipbuilder is found to have materially breached the provisions of this Agreement.

No license or conveyance of any rights to either party is granted or implied by the disclosure
of Owner’s Intellectual Properties except as provided herein. In the event Shipbuilder
determines that it is within its capabilities to construct the SWATH vessel and Owner desires
to contract with Shipbuilder to do so, award of a construction contract will be contingent upon
the parties entering into a license agreement permitting Shipbuilder to utilize the Owner’s
Intellectual Properties for construction of the SWATH vessel.

S1016708
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10.

Notwithstanding that this Agreement shall have been terminated or shall expire, Shipbuilder
shall keep in confidence, not use for its own benefit and prevent the disclosure to any person,
firm or corporation or persons outside its organization, all Intellectual Properties, which are
received by Shipbuilder pursuant to this Agreement, provided, however, that Shipbuilder shall
not be liable for disclosure or use of any Intellectual Properties in any case where:

a) It was in the public domain at the time it was disclosed or falls within the public
domain, except through a breach of this Agreement; or

b) It was known to Shipbuilder or its associated companies at the time of ‘disclosure; or
c) It was disclosed after written approval of Owner; or
d) It becomes known to Shipbuilder or its associated companies from a source other than

Owner without breach of this Agreement by Shipbuilder; or

e) It was independently developed by Shipbuilder; or its associated companies without

the benefit of Intellectual Properties received from Owner; or
f) Three (3) years have passed from the date of this Agreement;

g) It was inadvertently or accidently disclosed despite the exercise of the same degree of
care as Shipbuilder takes to protect its own proprietary data.

Provided however, that if only a portion of the Intellectual Properties falls within any one of
these exceptions, the remainder shall continue to be subject to this Agreement.

All proprietary information which Shipbuilder shall be obligated to safeguard and not disclose
under the provisions of their Agreement shall be labeled "Confidential Intellectual Property"
by Owner prior to delivery to Shipbuilder.

It is the express intention of the Owner and the Shipbuilder that this Agreement is to be
governed by the laws of Hawaii.

IN WITNESS WHEREOF, the parties have set their hands to this Agreement.

PACIFIC MARINE ENGINEERING SOUTHWEST MARINE, INC. dba
SCIENCE CORPORATION NORTHWEST MARINE
By: ) By:

Steven C.H. Loui

Its President Its.

Prof. RICHARD SAPPER

By:

FRATELLI COSULICH S.P.A.

By:

Its Managing Director
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THIS AGREEMENT is made on the 28th day of March 1991 between:

PACIFIC MARINE ENGINEERING SCIENCE CORPORATION, a
corporation incorporated in the State of Hawaii,
United States of America (PAMESCO),

FRATELLI COSULICH S.P.A., acorporation incorporated
in Trieste, Italy (COSULICH),

PROF. RICHARD SAPPER, Milan, Italy (SAPPER)

(hereinafter called "the Owners")

and SOUTHWEST MARINE, INC., a California corporation doing business as Northwest Marine
(hereinafter "Shipbuilder")

WHEREAS, the Owners are the owners of the copyright of the structural drawings, specifications,
general arrangements, plans and any other documents relating to a small water plane area twin hull
vessel (hereinafter called "the SWATH vessel") and also PAMESCO is the owner of the United States
of America patent of some of the knowledge and know-how pertaining to the SWATH vessel, designs
and construction, and possesses other confidential information relating to the SWATH vessel (such
properties of the owners shall hereinafter collectively be called "the Intellectual Properties");

WHEREAS, the Owners are desirous of having the SWATH vessel constructed using the Intellectual
Properties by granting a non-exclusive license to the Shipbuilder for the construction only of the
SWATH vessels in Portland, Oregon which utilize the Owner’s Intellectual Properties;

WHEREAS, the Shipbuilder is desirous of obtaining a non-exclusive right to construct the SWATH
vessel in Portland, Oregon using the Owner’s Intellectual Properties and seeks to have access to and
review of the Intellectual Properties to evaluate the possible construction of the vessel;

WHEREAS, the Owners and Shipbuilder agree and acknowledge that the Owner’s Intellectual
Properties pertaining to the SWATH vessel are of a highly confidential sensitive nature.

In pursuance of the aforesaid and in consideration of the Owners agreeing to allow the Shipbuilder
access to and review of the Intellectual Properties, the Owners and the Shipbuilder agree to the
following:

1. The Owners agree to provide the Shipbuilder with the Intellectual Properties reasonably
required by the Shipbuilder in its evaluation of the possible construction of the SWATH
vessel.
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The Shipbuilder agrees and undertakes on behalf of itself and its directors and employees:

a) Not without the prior consent in writing of the Owners to disclose or permit disclosure
of any of the Intellectual Properties obtained as a result of this Agreement to any
person or body except that the Shipbuilder may take disclosure to its employees, as
may be reasonably necessary to allow the Shipbuilder to evaluate the possible
construction of the vessel,;

b) Notwithstanding any of the foregoing provision hereinbefore, disclosure of any of the
Intellectual Properties may only be imposed by the Owners from time to time;

<) To take all reasonable steps and precautions in dealing with the Intellectual Properties
provided by the Owner so as to prevent any unauthorized person from having access
to such Intellectual Propertles

The Shipbuilder agrees not to record, copy, transcribe, photograph, photocopy or otherwise
in any other way reproduce any of the Intellectual Properties provided by Owners pursuant
to this Agreement except as reasonably necessary for its evaluation of the possible
construction of the SWATH vessel desired by the Owner. The Shipbuilder agrees that the
terms of this Agreement apply to any and all records, copies, transcriptions, photographs,
photocopies and other reproductions of the Intellectual Properties provided by the Owner
pursuant to this Agreement:

At any time hereafter, if the Owners shall, at its absolute discretion, decide (such decision
being final and no reason need be assigned thereto) that the Shipbuilder will not be
constructing the SWATH vessel the Shipbuilder agrees and undertakes to return all Intellectual
Properties and any and all copies thereof, within fifteen (15) days from the date of receipt of
written notice from the Owner demanding the return of the same.

Any notice required under this Agreement shall be delivered to the registered office of the
parties, or such other address as may be designated, either by personal service or by registered
mail, postage prepaid.

The Shipbuilder further agrees to indemnify the Owners against all legal costs and damages
incurred by the Owners as a result of any action by the Owners against the Shipbuilders in
which the Shipbuilder is found to have materially breached the provisions of this Agreement.

No license or conveyance of any rights to either party is granted or implied by the disclosure
of Owner’s Intellectual Properties except as provided herein. In the event Shipbuilder
determines that it is within its capabilities to construct the SWATH vessel and Owner desires
to contract with Shipbuilder to do so, award of a construction contract will be contingent upon
the parties entering into a license agreement permitting Shipbuilder to utilize the Owner’s
Intellectual Properties for construction of the SWATH vessel.
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Notwithstanding that this Agreement shall have been terminated or shall expire, Shipbuilder
shall keep in confidence, not use for its own benefit and prevent the disclosure to any person,
firm or corporation or persons outside its organization, all Intellectual Properties, which are
received by Shipbuilder pursuant to this Agreement, provided, however, that Shipbuiider shall
not be liable for disclosure or use of any Intellectual Properties in any case where:

a) It was in the public domain at the time it was disclosed or falls within the public
domain, except through a breach of this Agreement; or

b) It was known to Shipbuilder or its associated companies at the time of disclosure; or
c) It was disclosed after written approval of Owner; or
d) It becomes known to Shipbuilder or its associated companies from a source other than

Owner without breach of this Agreement by Shipbuilder; or

e) It was independently developed by Shipbuilder; or its associated companies without
the benefit of Intellectual Properties received from Owner; or

f) Three (3) years have passed from the date of this Agreement;

g) It was inadvertently or accidently disclosed despite the exercise of the same degree of
care as Shipbuilder takes to protect its own proprietary data.

Provided however, that if only a portion of the Intellectual Properties falls within any one of
these exceptions, the remainder shall continue to be subject to this Agreement.

All proprietary information which Shipbuilder shall be obligated to safeguard and not disclose
under the provisions of their Agreement shall be labeled "Confidential Intellectual Property"
by Owner prior to delivery to Shipbuilder.

It is the express intention of the Owner and the Shipbuilder that this Agreement is to be
governed by the laws of Hawaii.

IN WITNESS WHEREOQF, the parties have set their hands to this Agreement.

PACIFIC MARINE ENGINEERING SOUTHWEST MARINE, INC. dba
SCIENCE CORPORATION NORTHWEST MARINE .-

// ’7

By: By +¢ ’:// ({c,/, /;/7‘ -

Steven CH.Loui William M_Johnston
Its President Its /oy = S5 ™

Prof. RICHARD SAPPER

By:

FRATELLI COSULICH S.P.A.

By:

Its Managing Director.
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P.O.Box 3109 « Portland s Oregon e 97208 « 5555 N. Channel Ave. « Bldg 2 « Portland « Oregon e 97217
(503) 285-7557 « TWX: 910-464-6107 NORMARINE PTL « FAX: (503) 240-6600

April 4, 1991

Andrea B. Cosulich
F.M. Fratelli Cosulich
Via Venti Settembre 41
Genova, Italy

To whom it may concern:

We are prepared to submit a proper competitive bid with relevant documentation to you by May 31,
1991. We have the capability of building a SWATH vessel within a reasonable period of time. Our
Company’s complement of personnel averages between 4,000 and 5,000 people. We were active in
the construction and outfitting of NAVATECH I. Our credentials will withstand any degree of
scrutiny.

I am enclosing for your use a signed non-disclosure agreement from our Company to you. We have
made certain changes to your agreement which make it more workable to us. We do not believe that
it in any way detracts from the intent of your proposal. For your convenience I am enclosing an
underlined copy of the document showing the additions and changes we made. In order to expedite
approval by your company, I am taking the liberty of sending a copy of this correspondence to Steven
Loui.

I look forward to your return information at your earliest convenience.

Yours very .
U~

ifliam H. Zavin, II
Senior Vice President
Commercial Contracting Activities

WHZ/rep

cc Herb Engel
Bill Johnston

SOUTHWEST MARINE DIVISIONS: SAN DIEGO « SAN PEDRO « SAN FRANCISCO » SAMOA =+ NORTHWEST MARINE, PORTLAND, OREGON

CORPORATE HEADQUARTERS -
Foot of Sampson Street » P.O. Box 13308 « San Diego ¢ Californic e 92113-0308 » (619) 238-1000 « TWX: 910-225-1167 SWM'SPG » FAX: (619) 238-0934
Y

i
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(Changes Underlined)

THIS AGREEMENT is made on the 28th day of March 1991 between:

PACIFIC MARINE ENGINEERING SCIENCE CORPORATION, a
corporation incorporated in the State of Hawaii,
United States of America (PAMESCO),

FRATELLI COSULICH S.P.A., a corporation incorporated
in Trieste, Italy (COSULICH),

PROF. RICHARD SAPPER, Milan, Italy (SAPPER)

(hereinafter called "the Owners")

and SOUTHWEST MARINE, INC., a California corporation doing business as Northwest Marine
(hereinafter "Shipbuilder")

WHEREAS, the Owners are the owners of the copyright of the structural drawings, specifications,
general arrangements, plans and any other documents relating to a small water plane area twin hull
vessel (hereinafter called "the SWATH vessel") and also PAMESCO is the owner of the United States
of America patent of some of the knowledge and know-how pertaining to the SWATH vessel, designs
and construction, and possesses other confidential information relating to the SWATH vessel (such
properties of the owners shall hereinafter collectively be called "the Intellectual Properties");

WHEREAS, the Owners are desirous of having the SWATH vessel constructed using the Intellectual
Properties by granting a non-exclusive license to the Shipbuilder for the construction only of the
SWATH vessels in Portland, Oregon which utilize the Owner’s Intellectual Properties;

WHEREAS, the Shipbuilder is desirous of obtaining a non-exclusive right to construct the SWATH
vessel in Portland, Oregon using the Owner’s Intellectual Properties and seeks to have access to and
review of the Intellectual Properties to evaluate the possible construction of the vessel;

WHEREAS, the Owners and Shipbuilder agree and acknowledge that the Owner’s Intellectual
Properties pertaining to the SWATH vessel are of a highly confidential sensitive nature.

In pursuance of the aforesaid and in consideration of the Owners agreeing to allow the Shipbuilder
access to and review of the Intellectual Properties, the Owners and the Shipbuilder agree to the
following: :

1. The Owners agree to provide the Shipbuilder with the Intellectual Properties reasonably
required by the Shipbuilder in its evaluation of the possible construction of the SWATH
vessel.
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The Shipbuilder agrees and undertakes on behalf of itself and its directors and employees:

a) Not without the prior consent in writing of the Owners to disclose or permit disclosure
of any of the Intellectual Properties obtained as a result of this Agreement to any
person or body except that the Shipbuilder may take disclosure to its employees, as
may be reasonably necessary to allow the Shipbuilder to evaluate the possible
construction of the vessel;

b) Notwithstanding any of the foregoing provision hereinbefore, disclosure of any of the
Intellectual Properties may only be imposed by the Owners from time to time;

c) To take all reasonable steps and precautions in dealing with the Intellectual Properties
provided by the Owner so as to prevent any unauthorized person from having access
to such Intellectual Properties.

The Shipbuilder agrees not to record, copy, transcribe, photograph, photocopy or otherwise
in any other way reproduce any of the Intellectual Properties provided by Owners pursuant
to this Agreement except as reasonably necessary for its evaluation of the possible
construction of the SWATH vessel desired by the Owner. The Shipbuilder agrees that the
terms of this Agreement apply to any and all records, copies, transcriptions, photographs,

photocopies and other reproductions of the Intellectual Properties provided by the Owner

pursuant to this Agreement:

At any time hereafter, if the Owners shall, at its absolute discretion, decide (such decision
being final and no reason need be assigned thereto) that the Shipbuilder will not be
constructing the SWATH vessel the Shipbuilder agrees and undertakes to return all Intellectual
Properties and any and all copies thereof, within fifteen (15) days from the date of receipt of
written notice from the Owner demanding the return of the same.

Any notice required under this Agreement shall be delivered to the registered office of the
parties, or such other address as may be designated, either by personal service or by registered
mail, postage prepaid.

The Shipbuilder further agrees to indemnify the Owners against all legal costs and damages
incurred by the Owners as a result of any action by the Owners against the Shipbuilders in
which the shipbuilder is found to have materially breached the provisions of this Agreement.

No license or conveyance of any rights to either party is granted or implied by the disclosure
of Owner’s Intellectual Properties except as provided herein. In the event Shipbuilder
determines that it is within its capabilities to construct the SWATH vessel and Owner desires
to contract with Shipbuilder to do so, award of a construction contract will be contingent upon
the parties entering into a license agreement permitting Shipbuilder to utilize the QOwner’s
Intellectual Properties for construction of the SWATH vessel.
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Notwithstanding that this Agreement shall have been terminated or shall expire, Shipbuilder
shall keep in confidence, not use for its own benefit and prevent the disclosure to any person,
firm or corporation or persons outside its organization, all Intellectual Properties, which are
received by Shipbuilder pursuant to this Agreement, provided, however, that Shipbuilder shall
not be liable for disclosure or use of any Intellectual Properties in any case where:

a) It was in the public domain at the time it was disclosed or falls within the public
domain, except through a breach of this Agreement; or

b) It was known to Shipbuilder or its associated companies at the time of disclosure; or
c) It was disclosed after written approval of Owner; or
d) It becomes known to Shipbuilder or its associated companies from a source other than

Owner without breach of this Agreement by Shipbuilder; or

e) It was independently developed by Shipbuilder; or its associated companies without
‘ the benefit of Intellectual Properties received from Owner; or

f) Three (3) years have passed from the date of this Agreement;

g) It was inadvertently or accidently disclosed despite the exercise of the same degree of
care as Shipbuilder takes to protect its own proprietary data.

Provided however, that if only a portion of the Intellectual Properties falls within any one of
these exceptions, the remainder shall continue to be subject to this Agreement.

All proprietary information which Shipbuilder shall be obligated to safeguard and not disclose
under the provisions of their Agreement shall be labeled "Confidential Intellectual Property"
by Owner prior to delivery to Shipbuilder.

It is the express intention of the Owner and the Shipbuilder that this Agreement is to be
governed by the laws of Hawaii.

IN WITNESS WHEREOF, the parties have set their hands to this Agreement.

PACIFIC MARINE ENGINEERING SOUTHWEST MARINE, INC. dba
SCIENCE CORPORATION NORTHWEST MARINE
By: ) By:

Its President Its

Prof. RICHARD SAPPER

By:

FRATELLI COSULICH S.P.A.

By:

Its Managing Director
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THIS AGREEMENT is made on the 28th day of March 1991 between:

PACIFC MARINE ENGINEERING SCIENCE CORPORATION, a
corporation incorporated in the State of Hawaii,
United States of America (PAMESCO),

FRATELLI COSULICH S.P.A., a corporation incorporated
in Trieste, Italy (COSULICH),

PROF. RICHARD SAPPER, Milan, Italy (SAPPER)

(hereinafter called "the Owners")

and SOUTHWEST MARINE, INC., a California corporation doing business as Northwest Marine
(hereinafter "Shipbuilder")

WHEREAS, the Owners are the owners of the copyright of the structural drawings, specifications,
"general arrangements, plans and any other documents relating to a small water plane area twin hull
vessel (hereinafter called "the SWATH vessel") and also PAMESCO is the owner of the United States
of America patent of some of the knowledge and know-how pertaining to the SWATH vessel, designs
and construction, and possesses other confidential information relating to the SWATH vessel (such
properties of the owners shall hereinafter collectively be called "the Intellectual Properties");

WHEREAS, the Owners are desirous of having the SWATH vessel constructed using the Intellectual
Properties by granting a non-exclusive license to the Shipbuilder for the construction only of the
SWATH vessels in Portland, Oregon which utilize the Owner’s Intellectual Properties;

WHEREAS, the Shipbuilder is desirous of obtaining a non-exclusive right to construct the SWATH
vessel in Portland, Oregon using the Owner’s Intellectual Properties and seeks to have access to and
review of the Intellectual Properties to evaluate the possible construction of the vessel;

WHEREAS, the Owners and Shipbuilder agree and acknowledge that the Owner’s Intellectual
Properties pertaining to the SWATH vessel are of a highly confidential sensitive nature.

In pursuance of the aforesaid and in consideration of the Owners agreeing to allow the Shipbuilder
access to and review of the Intellectual Properties, the Owners and the Shipbuilder agree to the
following:

1. The Owners agree to provide the Shipbuilder with the Intellectual Properties reasonably
required by the Shipbuilder in its evaluation of the possible construction of the SWATH
vessel.
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The Shipbuilder agrees and undertakes on behalf of itself and its directors and employees:

a) Not without the prior consent in writing of the Owners to disclose or permit disclosure
of any of the Intellectual Properties obtained as a result of this Agreement to any
person or body except that the Shipbuilder may take disclosure to its employees, as
may be reasonably necessary to allow the Shipbuilder to evaluate the possible
construction of the vessel;

b) Notwithstanding any of the foregoing provision hereinbefore, disclosure of any of the
Intellectual Properties may only be imposed by the Owners from time to time;

c) To take all reasonable steps and precautions in dealing with the Intellectual Properties
provided by the Owner so as to prevent any unauthorized person from having access
to such Intellectual Properties.

The Shipbuilder agrees not to record, copy, transcribe, photograph, photocopy or otherwise
in any other way reproduce any of the Intellectual Properties provided by Owners pursuant
to this Agreement except as reasonably necessary for its evaluation of the possible
construction of the SWATH vessel desired by the Owner. The Shipbuilder agrees that the
terms of this Agreement apply to any and all records, copies, transcriptions, photographs,
photocopies and other reproductions of the Intellectual Properties provided by the Owner
pursuant to this Agreement:

At any time hereafter, if the Owners shall, at its absolute discretion, decide (such decision
being final and no reason need be assigned thereto) that the Shipbuilder will not be
constructing the SWATH vessel the Shipbuilder agrees and undertakes to return all Intellectual
Properties and any and all copies thereof, within fifteen (15) days from the date of receipt of
written notice from the Owner demanding the return of the same.

Any notice required under this Agreement shall be delivered to the registered office of the
parties, or such other address as may be designated, either by personal service or by registered
mail, postage prepaid.

The Shipbuilder further agrees to indemnify the Owners against all legal costs and damages
incurred by the Owners as a result of any action by the Owners against the Shipbuilders in
which the Shipbuilder is found to have materially breached the provisions of this Agreement.

No license or conveyance of any rights to either party is granted or implied by the disclosure
of Owner’s Intellectual Properties except as provided herein. In the event Shipbuilder
determines that it is within its capabilities to construct the SWATH vessel and Owner desires
to contract with Shipbuilder to do so, award of a construction contract will be contingent upon
the parties entering into a license agreement permitting Shipbuilder to utilize the Owner’s
Intellectual Properties for construction of the SWATH vessel.

J
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Notwithstanding that this Agreement shall have been terminated or shall expire, Shipbuilder
shall keep in confidence, not use for its own benefit and prevent the disclosure to any person,
firm or corporation or persons outside its organization, all Intellectual Properties, which are
received by Shipbuilder pursuant to this Agreement, provided, however, that Shipbuilder shall
not be liable for disclosure or use of any Intellectual Properties in any case where:

a) It was in the public domain at the time it was disclosed or falls within the public
domain, except through a breach of this Agreement; or

b) It was known to Shipbuilder or its associated companies at the time of disclosure; or
c) It was disclosed after written approval of Owner; or
d) It becomes known to Shipbuilder or its associated companies from a source other than

Owner without breach of this Agreement by Shipbuilder; or

e) It was independently developed by Shipbuilder; or its associated companies without
the benefit of Intellectual Properties received from Owner; or

f) Three (3) years have passed from the date of this Agreement;

g) It was inadvertently or accidently disclosed despite the exercise of the same degree of
care as Shipbuilder takes to protect its own proprietary data.

Provided however, that if only a portion of the Intellectual Properties falls within any one of
these exceptions, the remainder shall continue to be subject to this Agreement.

All proprietary information which Shipbuilder shall be obligated to safeguard and not disclose
under the provisions of their Agreement shall be labeled "Confidential Intellectual Property"
by Owner prior to delivery to Shipbuilder.

It is the express intention of the Owner and the Shipbuilder that this Agreement is to be
governed by the laws of Hawaii.

IN WITNESS WHEREOF, the parties have set their hands to this Agreement.

PACIFIC MARINE ENGINEERING SOUTHWEST MARINE, INC. dba
SCIENCE CORPORATION NORTHWEST MARI?
By: By' o

Steven C.H, Loui . M&am.h%ahnsmn
Its President ' Its v o 5o

Prof. RICHARD SAPPER

By:

FRATELLI COSULICH S.P.A.

By:

Its Managing Director
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FROM: FRATELLI COSULICE SPA. GENCVA
FAX: (39) 010 532805

TC: SOUTHWEST MARINE ATTN GEMERAL MNGR

MSG 487 25-MAR-1991 .

FM FRATELLI COSULICH GENOVA, ITALY 5
VIA VENTI SETTEMBRE 41

PHONE 10 53951 J §§
TLY 270086 |

FAX 532805

RE: SWATE 374 CASINO SHIP

GENTLEMEN,
THIS IS TO INFORM YOU THAT WE HAVE COMPLETED A CONCEPT DESIGN FOR

A DINNER/EZCURSION/CASINQ SWATH TO BE EMPLOYED FOR SHORT
INTERNATIONAL VOYAGES,
MAENFBAROWEYLARS AR

.

LENGHRT OVERALL ABT. 74 METRES
BREADHET MOULDED ABT. 27 MEIRES
WATERTIGHT BULKHEADS 10

NO. OF DECKS 5

DRAFT FULLY LOADED ABT. 5 METRES
SPEED ABT. 19 KNOTS
PROPULSION TWO DIESEL ENGINES, TOTAL 5520 KW.
THREE GENERATORS TOTAL 4140 KW,
DAY CRUISES, 800 PASSENGERS

CREW ABT. 150
PASSENGER CABINS ABT. 1§

CREW CABINS ABT. 10
LIGHTSHIP ABT 1150 NT.

FULLY AIR CONDITIONED BY CENTRALIZED SYSTEM

SPECIFICATION (ABOUT 230 PAGES), GENERAL ARRANGEMENT PLAN

(7? DRAWINGS), STRUCTURAL ARRANGEMENT DRAWINGS (14 DRAWINGS) WERE
PREPARED BY PAMESCO INC., HONOLULU, PROF. BAPPER, MR, PUCLIO AND
FRATELLI COSULICH. ABOVE DOCUMENTS COULD BE SENT TO YOUR ADDRESS
BY COURIER NEXT WEEX IF YOUR COMPANY WOULD DECLARE:

1. CAPABILITY OF BUILDING VESSEL WITHIN REASONABLE TIME
2. WILLINGNESS TO SIGN A MON DISCLOSURE AGREEMENT (SEE BELOW)

3. ABILITY TO SUBMITT BIDS IN SUCH WAY THAT RELEVANT
DOCUMENTATION WOULD BE DELIVERED TO FRATELL! COSULICH, GENOVA,
BY MAY 31S8T, 1991,

IN TRE AFFERMATIVE, PLEASE RETURN COMPLETED AND SIGNED AGREEMENT
BY COURIER BY APRIL 5TH, 19%91.

BEST REGARDS

ANDREA B.COSULICH

a S1016722
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THIS AGREEMENT 1§ made on the 2Bth day of March 1391 between

~ PACIFIC MARINE ENGINEERING SCIENCE CORPORATION, a corporation
incorporated in the State of Hawaii, United States of America
(PAMESCO),

-~ FRATELLI COSULICH S.P.A., a corporation incorporated in
Trieste, Italy (COSULICH)

- prof. RICHARD SAPPER, Milan Italy (SAPPER)

(hereinafter called "THE OWNERS")

and L e L e e e e e e

WHEREAS, the Owners are the owners o0f the copyright of the
structural dravings, specifications, general arrangemente plansg,
and any other documents relating to a small water plane area twin
hull vessel (hereinafter called “the SWATH vesgsel”) and also
PAMESCO is the owner of the United States of America patéent of
some of the knowledge and know-hovw pertaining to the SWATH
vessel, designs and construction, and possesses other
confidential information relating to the SWATH veszel (guch
properties of the owners shall hereinafter collectively be called
“the intellectual propercties”);

WHEREAS, the Owners are desirous of having the SWATH vesgel
constructed using the intellectual properties and to
commercialize the intellectual propeéerties by granting a
non-exclusive license to the Shipbuilder for the construction
only of the SWATH vessels &1 ... v vaseviavss.  Which
utilizeg the Owner’'s intellectual proparties;

WHEREAS, the Shipbuilder is desirous of obtaining a non-
exclusive right to construct the SWATH vessel in
- ve.e.e Using the Owners’ intellectual properties and

seeks no have access to and review of ths intellectual properties
to evaluate the possible construction of the vesgel;

WHEREAS, the Owners and Shipbulder agree and acknowledge that the
Owner's intellectual propertieg pertaining to the SWATH vessel
are of a highly confidential Sensitive nature,

S1016723
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" NOW IT IS HEREBY AGREED A4S FOLLOWS:

In pursuance of the aforesaid and in consideration of the

.

Quners agreeing to allow the Shipbuilder accessy to and review of

the intellectual properties,

to the following:

i.

The Qwners agree to provide the Shipbuilder with the
intellectual properties reasonably required by tha
Shiphuilder 4n itg evaluation of the possible
construction of the SWATH vessel,

The Shipbuilder agrees and undertakes on behalf of itself

and its directors and employees:

a)

b)

<)

not without the prior consgent in writing of the Cuners

to disclose or permit disclosure of any of the
intellectual properties obtained as a result of this
Agreements to any person or hody except that the
Shipbullder may take discleosure to ity employaes, as
may be reasonably necerzary to allow the 8hipbuilder
to evaluats the possible construction of the vesgsgel;

notwithstanding any of the foregoing provigion
hereintefore, disclosure of any of the intellectual
properties may ohly be made to the Shipbuilder’s
employees upon such terms and conditions as may be
imposed by the Owners from timeé to time;

to take all reasonable steps and precautions in
dealing with the intellectual properties provided by
the Owner ¥0 &% to prevent any unauthorised person
from having acces® to such intellectual properties.

The Shipbuilder agrees not to rscord, copy transcribe,
photograph, photocopy or otherwiege in any other way
reproduce any of the intellectual properties provided by
Owners pursuant to thig Agreement except 8% reasonably

necesgary for its evaluation of the possible construction

of

the vessel desired by the Owner. The Shipbuildaer

agrees that the termt of this Ageement apply to any and
all records, copises, transcriptions, photographs,
photocopies and other reproductions of the intellactual
properties provided by the Ouwner pursuant tc this
Agreement;

the Ownerg and the Shipbuilder agree

P.4/5
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4. At any time hersaftar, if the Owners shall, in its
abgolute discretion, decide (such decision being final
and no reason need be assipgned thereto) that the ’
Shipbuilder will not be constructing the SWATH vegzel the
Shipbuilder agrees and undertakes to return all
intellectual properties and any and all copies thereof, .
vithin fifteen (15) days from the date of receipt of
written notice from the Cwner demanding the returh of

the same.

5, Any notice rvequired under thigs Agreement shall be
delivered to the registered office of the parties, or
such other address as may be designated, either by
personal service ov by registered mall, postage prepaid.

6. The 8hipbuilder further agresas to indemnify the Owners
against all1 legal costs and damages incurred by the
Ouners ag & result of any action by the Qwners against
the 3Shipbuilder pertaining to thig Agreement.

7. In the event that the Shipbuilder decides thatv it i3
possible to construct the SWATH ves#rel, the Owner and the
Shipbuilder agree that they shall be bound by the terms
and conditions 0f a License Agreement.

8. It is the express intention of the Owner and the
Shipbuilder that this Agreement to be governed by the
lavs of Hawaii.

IN WITNESS THEREOF, the parties have set their hands to
this Agreement,

PACIFIC MARINE ENGINEERING R T T
SCIENCE CORPORATION e e e s

(Shipbuilder)
by ¢ & % & 7 ¢ 4 4 0 2 w2 o TR Ny LI by--.|1006-t!1lll-r--ny,o||
Stevan C.H. Loui
Its: Pregident Its;

Prof, RICHARD SAPPER

L R R B T T S Y

FRATELLI COSULICH S.P.A.
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MIG 4B7 25-MAR-1991 ., Xk
E 8

FM FRATELLI COSULICH GERQVA, ITALY A

VIA VENTI SETTEMERE 41 I

PHONE 1D 53951 (4 "

TLX 270086

FAX 53280%

RE| SWATH %74 OASINO SHIP

GENTLEMER,
THI8 I8 TO INFORM YOU TRAT WE HAVE COMPLETED 4 CONCEPT DESIGN FOR

A DINNER/EXQUREION/CABINO SWATHE TOo BE EMPLOYED FOR SEORT
INTERNATIONAL VOYAGES,
MABNFBARDUEBYLARS AR

LENGHT OVERALL ABT. 74 METRES
BREADET MCULDED ABT, 27 METRES
WATERTIGHT BULKHEADS 10

NO, OF DECKS 3

DRAFT FULLY LOADED 4BT., 5 METRES
SPEED ABT, 18 KNOTH
PROPULSION TWO DIESEL ENGINES, TOTAL 5520 kWw.
TEREE GENERATORS TOTAL 4140 KW,
DAY CRUISES, 80O PASSENGERS

CREW ABT. 150
FASAENGER CABINS ABRT. 15

CREW CABINS ABT. 10
LIGRTSRIP ABY 1150 MT.

FULLY AIR CONDITIONED BY CENTRALIZED $YSTENM

SPECIFICATION (ABOUT 230 PAGES), GENERAL ARRANGEMENT PLAN

(7 DRAWINGS), STRUCTURAL ARRANGEMENT DRAWINGS (14 DRAWINGE) WERE
PREPARED BY PAMERCC INC,, HONOLULU, PROF. SAPPER, MR. PUCCIO AND
FRATELLI CosulLIcn. ABOVE DOCUMENTS COULD BE SENT TO YOUR ADDRESS
BY COURIER NEXT WEEX IF YOUR QOMPANY WOULD DECLARE!

1. CAPABILITY OF BUILDING VEZSEL WITHIN REASONABLE TIME
2. WILLINGNESS TO SIGN A NON DISCLOSURE AGREEMENT (SEE BELOW)

3, ABILITY TO SUBMITT BIDA IN SUCH WAY THEAT RELEVANT
DOCUMENTATION WOULD BE DRELIVERED TO FTRATELLI COSULICH, GENOVA,

BY MAY 313T, 1#291,

IN TEE AFFERMATIVE, PLEASE RETURN COMPLETED AND SIGNED AGREEMENT
BY GOQURIER BY APRIL 5IEH, 1951,

BEST REGARDS
ANDREA B.COSULICK

e UL e a LT o U e
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NON DISOLOSURE AGREEMENT

e B A v e s WLV v TR WS B A D L A mS e e wE S e W

THIS AGREEMENT 48 made on the 24th day 0% Nareh 13591 betweasn

= PACIFIC MARINE ENGCINEERING HCIENCE CORPORAYTION, a corperation
incorperatad in the Stace of Easwaii, United Statrer of America
(PAMESCO),

-~ FPRATELLI COSULICE 8.P.A., a corporavion ingorporated in
Trierte, Italy (COBULICRH)

- prof, RICHARD SAPPER, Milan Italy (SAPPER)

(haveinafter called "THE OWNERS")

‘nﬁ | O I I S R R T D T T R NN SN T N N N N I S N 2N R I I R e T R S T T R TN R TR RN N T R L R B L I LA |

WHEREAY, the Owners are the ounerg of tha copyright of the
gcructural dravings, specificatviensy, general arrangements plang,
and any other documents relating to a amall vater plane 2rea twin
hull vesrel (hereinafter called "the HWATH vasetal”) and alaa
PAMESLO 4x the ouner o6f the Unitaed Statem of America patent of
soma of the knovledge and knov=how pevtalning to the SWATH
vertgl, dezigns and conztruction, and poasasges wther
vonfidential information ralating to the BWATH vesszel (such
propertiay of the owners thall hersinafter coellectively bs called
"the intellaegtual propertisn”);

WHEREAS, the Owners gre derirous 6£f having the SWATE vassel
conatrycted uging the intalliactual proeperties and teé
commarcialize the intallectual preperties by granting a
non=-sxalusive licenze to the Shipbuilder £for the aonstruacion
Only Q’ th. swATH VOlIGlI i“ LI T T N T R N N I T B NS R TN TE N T 2N T B A 4 Wh‘.ch
utilizes thae Ouner’e intellectusl propertief|

WHEREAS, the Shipbuildar 1z devirous of ohtaining & non-
exeluniva right to gonstrtuct the SWATHE veszel 4in

vesarireree, Uaing the Owners’ incellactual proepertias and
aeeke to have accezt to and reviav of the inrelleetual propertiew
Lo eVAlIUACLA the poygible constcryctien of the vessel|

WHEREAS, tha Ovnars and 8hipbuldex agree and scknovwledge that the
Ovner's intellectual propsrties pertaining te the BWATH vessel
ave of a4 highly confidantial gensitcive natyre.

PAge 3 o daciinenl, contianes

S1016728
NWMAR135645



ACRUA 1 ELELIT T ER

MR 27

" NOW IT IS MEREBY AGREED A8 FOLLOWS:

— Srl TP
" oL T
P o B

@ 27FM SOUTHWEST MERINE SAN DIEGD

OMEEAX

91

In pursuange of tha aforesald and in considuration of the

Ownere agxeoing toe allev the Snipbuilder Aceceazs Lo and reviev of
the invellectual propaerties, the Oviers snd the Shipbuilder agras
to tha Fellowing!

1.

The Ownerg agrea to provide the Shiphuilder with the
intelleatyal propercier Feaeonably required by tha
Shipbuildaer in ite svaluatien of the poisible
conNtruction ¢£f the JWATH vezsel.

The Shipbutlder sgrees and undaertaken on bohalf of itsalk
and itw direecters and employees:

2) not without the prier congent im writing of ths Owhare
te dieclose or permic disglosure of any ¢f the
intellaegrual propertias obtained s 2 vasult of thia
Agreemantt o any perd#on or body exoept that the
Shipbuildar may take disclogure te ity employsss, a«
may be reasonsbly necessary te allow the Bhipbuilder
to avaluate the poarible senstruction of the vessal;

B) notwithetanding any of the faregeing provieion
hereinbefore, digclosure of any of the intellaciual
properties may only be nade teo the Bhipbuilder's
employeds upon guch termg and océnditione ar may dea
imposad by the Ovnerk from time to time)

¢) to take all roazonadbla steps and precautione in
dealing with the invelleerUlal propertias provided by
the Qunar xo ag to0 pravent any unauthorized person
from having acodss to such intellactual proparcies,

The Shipbuildar agraes noLl to racerd, copy tranfcribde,
photograph, photecepy or otharwifgs in any other way
raproduce any of the intellectual propevtiss providad by
Ownery pursuant to Tthiz Agresnent aXcapt ay reasonably
nacesnary for ivs evaluationr of tha pogribla congtruction
6f the Veasel desired by the Owner. The Shiphuilder
agreeg that the tayme of thia Ageemsnt apply To any and
all racords, coplew, vranseriprionz, photographs,
phorocopies and sther vaproductions of the intallectual
propertias provided by the Ouwner pursuant to this
Agreenant|

Alodumenl continnes

SVUapY, A

B BTN S
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4, At any time hereafter, if the Ounary Bhall, in ite
absolute diseration, decide (such dacision being final
and né reason need be sssigned theréte) that the
Shipbuildaer will net be congrructing the SWATH vezssl tha
Shipbuilday agress 3Rd undertakes t6 TeTurn &ll
intellectual properties and any and all oepias thereof,
Vithin f2iftaen (15) days from the data 6f receipt of
w;i:ean notice froem the Qwaer demanding the retuyn of
the gzama,

5. Any noetice required undex thig Agresment rhall he
delivered to tha regletered office of the partias, or
Fuch other address a8 may be dadignated, eithar by
personial servige or by ragietaerod wall, postage prapaid.

&, The Shipbuilder furthar agrees o indemnify the Owvaers
againget 211 lagal egsts and dawaged inourred By the
Ovnerz ag 4 result of any action by the Owners agrinst
the Shipbuilder pertalning o thig Agrasment,

7. In the event that the 8Bhipbuildey decider Thar it 14
poreible te eongtruct the SWATE vesgol, tha Owner snd the
Shipbuilder agree that they ehgll bg bound by the Tarms
and conditions of & Liecengge Agrésmant,

8. It ir the express iAtention 6f the Owndar and cthe
Shiphbuilder that this Agreement %te be goVerned by the
laws of HEayaill.

IN WITNESE THREREOF, the parties have szet thair handr to
this Agreemant.

PACIFIG MARINE ENGINEERIHG [ 2NN DR T ST I SN S TN A TN TR T T T O T TR N N N I A B A
BCIENOE CORPDRAIION [ N R I R Y AN I LT A B B A B A A |

(shipbuildar)
by IR T T U JE N N N T T T T N R T S R TR | by-o--n-n--;a.,.a--..---nuo
Staven ¢.H, Loui
Icey Presidsnt Ite:

Prof, RICHARD SAPPER

LN N DA SR R S RN T N D N 2 2 A B B DN RN SR R N R N A

FRATELLI COSULICE 5.F,A.

by||--1dl-10.'|-cl|llllv|

Itg: Managing Director

WCTRE R
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TO: NORTHUEST MARINE Inf. J.COLEMAR _‘—~’J> ,
MEG 497 37-MAR-1791 : {) :
| \ “\
Fi FRATELLT COSULICH BENAVA, ITA ‘

ITALY ‘

V1A VENTT SETTEHERE 41 ‘ \

FHONE 10 53951 \ : 3 LAY
TLY 270084 . |V} / W
Fax 532805 o \_ /g%f f\ ’

REs BWATH 574 CASIND SHIP : ' E

GENTLENMEN, ;

THIS I8 TO INFORM YOU THAT UE HAVE COMPLETED & CONCEFT DESIGHN FOR
G DINNER/EXCURSIONACASING SUATH T0 BE EMPLOYED FOR SHORT .
THNTERNATIOMAL UDYABRES . ‘

M&IN PARTICULARS ARFE AS FOLLOWS:
LENGHT OUERALL ABT. .74 HMETRES

BREATHT MOULDED ART. 27 HETRES

MATERTIGHT BULKHEADS 10

NO. OF DECKS 5 ,

ODRAFT FULLY LDALIED ABT. 5 METRES

SFEED AGET. 19 KWNOTS

FROFULSTION THD DIESEL FENGINES. TOTAL 5520 K.
THREE GENFRATORS O TOTAL 4140 i,

DAY CRUISES, 800 FASSENGERS .

CREW ART. 150

FASSENGER CARINS ART, 1% -

CREW CABINS ART, 10

LIGHTSEHTFP ART 1150 WT,

FUHLLY AIR CONDITIONED BY CENTRALIZED SYSTEM.
SPECIFICATION (ABDUT 230 PAGKFEY, I Kol ARRANGEMENT FLAN - ,
(7 DMRAMINGS), STRUCTURAL ARRANGEMENT DRAWINGS (14 DRAMINGS) WERF
PREFARED BRY PAMESCH IHGC.. HOWNOLULY, FROF. SARFER, MR. PLUCGTD AND
FRATELLT CDSULICH. ARDUE DOCUMENTS COULD BE -SENT T YOUR ADDRESH
BY COURTER HEXT WEEH TF YOUR COMFANY UOULD NECLARE:

T. DAPARTLITY OF BUILDING VESREEL UITHIN REASOMNABRLE TINE

Z. WILUTNGNFSS TN 216N @ NON NTSCLOSURE GGREEMENT (SEE BELOWD

Z. ABLLITY T BUERMITT RINE Td SHOH WAY THaT RELEVANT
NOCUHRENTATION HOULD RE MELTVERED T0 FRATELLT COBUNLICH, GENOVA,

LR

BEY HAY Z18T, 1991,

IH THE AFFERMATIVE, FLEABE RETURN COMFLETED ANT STGNED AGREEMENT
. - -

BTL OSTH, 1991,

S1016731
NWMAR135648
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NON DISCLNSURE AGREEMENT

THIS AGREEMENT I8 MADE DN THE 2ATH DaYy 0OF HARDH 1991 BETWEEN
- PQLIFTF ﬁﬁFTif ENGIMEERING SCTENCE CORPORATION, & CDORFORATION

THE STQTE,dF»H%Qﬁiig HRITEDR STATES OF AMERICA

[
P

DH S .., & CORF iRwilHH THCORFORATED TM
UL ICH) _

: FR, HILAN TITaLY (SBAPFER)

En “THE OLINERS )

QEB e w v o m x e x = o w o w w s w o a e e o m om s x a e s w s s s e w

MMEREAS, THE OUNERS ARE THE OUNERS OF THE COFYRIGHT OF THE
STRUCTURAL DRAMINGS, SFECIFICATIONS, GEMERAL ARRANGEHENTS FLANS,
AND ANY OTHER TOCUMENTS RELATING T0O A SHALL WATER FLANE AREA TUIN
WULL VESSEL (HERETHAFTER CALLED ~THE SUATH VFSSEL-Y AND ALSD
FARESED T8 THE DURER 0OF THE ONTTED STATESR OF AMERICA FATENT OF
SOME OF THE KNOWLEDNGE AND KNOU-HOW FERTATHING TO THE SUATH
VESSEL, BESTBNS AND CONSTRURTION, AND FOSSERSES NTHER

CONFIDENTIAL TNFORMATION RELATING TO THE SUATH UESBEL (SUDH

FROFERTIES OF THE GUNERS ?HHLL HE"'[VMF”“R COLLECTIVELY EE CALLED

STHE INTELLECTUAL PROFPERTIESS

5

WHEREAS , THE DUWHERS ARE OERIRIUS OF MAUING THE SUATH YESSEL
DONSTRUCTED USIMNE THE INTELLECTUHAL FR RTTESR ARD TO
COMMERDTALTZE THE THTELLECTUAL "FROFERTIES BY GRANTIHNG a
Nﬂﬂ“FYT{L:TUF LYCEHSE . TO THE SHIPBUTLIER FOR THE COMSTRUC
ONLY OF THE SHATH VYESBFLE TN . . .. e ww -1 . WHIE
BTTLIZES THE OWHERYS THTELLFGTUAL FH“P" TIESS '

AN

..-.;'J

o -3
ot
=
<

3

WHEREAS, THE SHIPBUILDER IS5 DESIROUS OF OBTAINING & HON-
EXCLURTVE RIGHT 70 COWRSTRUCT THE BUATH VESSEL I :

e e s e o o UHHTME THE DWNERSY THTELIEDTUAL PROPERTIES AND
SEEFHS T HAVE aCOESHE TH 48D REVIEW OF THE INTELLEDTUAL PROFERTIES
T EVALUATE THE POSETRLE iﬂMLIEhl¥1i GF THE VES!

%
\

WHEREAS, THE DUNERS AND SHIFRULUER ABREE AND ALKNOWLENGE THAT THE
NUNER"S INTELLECTUAL FROFERTIES FERTAINING TO THE SWATH VESSEL

ARE OF & HIGHLY CONFIDENT DL SENETTTIUE WATURE . e .

FHEY : | — o | — ’

S1016732
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WO 3T TS HERERY AGREEN &R %ﬁllﬂdwﬁ

/\ A N
I PHRESHANCE OF \\/\ ASFNRESSTH H.jH T g THZ‘\’J/TTI'H'Q iF THE

THE INTELLFEOTHAL FRHPFRTIEE; THE OURERZ AND THE SHIPRHTLDER AGREE
TO THE FOLIOWING:

1. : THF,HLA
TNTE!
'~HfFF'}
CONSTRUD

5
I
fvy]
-
e RN
]

a3 THE SHIFRUTLOER UITH THE
. ?QPER?TFR IFHHHMHESi RERTR BY THE
I8 ITS EVALUATION OF THE POSSIRLE
FroTHE SUaTH UESSEL

~

2 THE 8HI

TLOER AGREES AND UMDERTAKES ON BEMHALF OF TTHELF
ARD TTE 01

OE
EFOTORS AND FHPLOYFES:

AY CHOT WTTHOUT THE FRIOR COMSEMT IN MRITING OF THE DMNERS
TO DISCLOSE OR PERMIT DISCLOSURE OF QNY aF THE
INTELLECTUAL . PROPERTIES ORTAINED A5 & RESULT NF THIS
‘ CAGREEMENTS TO &MY FEREOH OrR BODY TH&T THE
' SHIFPBUTLDER HMAY TAKE DISOLOSLHRE TO
MaY BE REASONABLY MNE SaRY T ALl
TO OEUaLUATE THE PORS CONGT “ff‘

5 EMFLOYTEES, @
T OSHIRRUTLTIE
NF THE UESERFL .

U’J

:;‘

e,

EY WOTWITHSTANDING Ay OF THE FORERDTNG FROVISION

COHERETNREFORE ¥ i FOAMY 0OF THE LN!tLLECYUQL
FROFERTIES RAY , S MADE 70 THE SHIFBUTLDER
EMPLOYEES UPON SUCH TERMS AND CONDITIONS
IMPOSED RY THF OURERS FROM TIME T TIME/S

ﬁﬂ” PRECALTIONE TH

[ TH'TJ(E Al REASONARLE
PEAL TG - WITH THE TNTE FROFPERTIES FRHU{HEH BY
THE UMMER B0OAS TO PREVENT AHY YHMUTHHF,; F FEREON
FROM HAVING ACCESS T0O BUCH, INTELLECTUAL PROPERTIES,

Z. THE SHIFPBUTLOER ABREES HOT TO RECORD, CORPY TRANBIDIRIRE,
‘PHQTQQR&P%F FHOTOLCDRY 08B OTHERWISE IN ANY DOTHER WaY
REPROUUCE &NY OF THE INTELLEDTUAL PROFE hffr? FROVITED RY
HIRARES SOPURSUHAHT TO THIS ARREFEMENT EXCERT REALZONGELY
CNECESSARY Fiv T7 CONSTRUCTION

§ 3
L

i'
£ § FUALUATION OF THE FH'“[B*E
OF THE UFESSEL TESTRED BY THE OUNER. THE SHIFBUTLDER
AGREES THaT THE TER#®E OF THIS AGEEMENT ﬁP%lY T ANY 4D
Al RECORDS, COFTES, THANSURIFTTIOND, ?Hﬂ7ﬂ3“HFF'
0TH
nEgn

—l z""‘. 'ﬂ "‘1

, FHOTOOH 5 AND ER EEPRﬁﬂUFTTﬂH* HF THE yua;;:rrTu
FROFERTIE FROUVT

AGREFMERT/

BT ORY O OTHE DUEER PURSUAHT TO THIS

4., AT ANY TIdE HEREAFTER, TF THE OQUMERE SHALL, Iwn 175,
ABSNLUTE DISCRETION, THE (SUCH DELCISTON BEING FINAL
AND NI REASON NEED bE THERETOY THAT THE
SHIFRUILDER HILL HNOT - : TG THE SHATH VESBEL THE
SHIFBRUTLNDER AGREES Fﬁﬁ HHBERTARKES T RETURN all
INTELLECTUAL FROFFRTIES QNB AEY ARD abil DORTES THEREGE,
HETHTN FTIFTEEN (15 DaAYS FROM THE DATE OF RECETRT OF
WRITTER MNOTICE FROM THE OUNER DEMANDING THE hE FHRN OF

THE SAME, . ‘

wl;mer SHALTL
CE (IF THE FARTIFS,
THNATED, ETTHER BY
CMATL, FOSTAGE FREPATD,

S1016733
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&, THE BWHTRBUTLOER FURTHER

AEATNET &1L LEHAL
DHMFRE AR & RERIH

-7
THE SHIFPRUILDER FER

/
\
!

i

SHIPRUILTFR AGREE
AHD ONEDTTIORE OF

g. TT T8 THE EXPRFSS

Lals OF Halall.

I WLTHESS THEREDF

THIS AGREEHEMT,

\

PACTFINL HARTNE ENGINEERING
SOTENGE CORFORATION
X

N

- = - = - " B3 L

HREEIN]

“‘
et
T o=
Pl
FEY s
C
i
k1
i
"

75y PRESTIDENT S

NF . RIECHART SAFFER

FRATELLI COSULICH S.F.a.

BT . . .

" - - " L " B = 3

m

3

wid
3

Se MANAGTNG NTREDTOR

3
4
o
P
)
]
bt
o,
T

HORMARINE FTL

MMM

PTATNTNG TN

"

AREEFS

CRETH AHT NAMAGES

THIER

TN THE EVENT THAT THE SHIFRUTLIER
FOSRTRLE T0O CONGTRUCT THE SUATH UF
THaT THFY SHAT L B
LICENGF ABRFEHENT,

e

-

LY

T TRTIEMN (FY
TRICHRRED
AHY AUTTION RY THE NUNERS
AGRFEEMENT,

3 E

ROVND

THTENTION OF THE NENER Al
BHIPRBUTLTER THAT THIS AGREEMENT T RE GOVERKRFED BY

THE FARTIES MHAVE 1SET THETR HANDS T

3

2 " -

» " 2

SHIFPRUTLOERS

= - n
T =
'
’

ABATMNET

SYNES THaT
THIE

THE

TERWS

H
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XEROX TELECOPIER 295 .‘\ 2-15-81:11° 03 Ay CCITT 563 > 5632406600

FEL 15 'S1 0908

-_L‘L,

F.1

. FAX TRANSMITTAL

DATE: 156 Feoruary 1881

TO: Southwest Maring iInc,

ATTN: 8111 Zavin
FAX NO. 508/240~6600
FROM: Ken Rlyler
NAVATEE SHIPE LYD.
2234 HOOHNEE FPL.
HONOLULU, HI. %e819
PH, 808/5348--643:
FAX 80Q8/848-6477 g
NUMBgR OF PAGES, INCLUDING THE COVER SHEET:
SUBJECT: Swath Madical Transfer Vessel
MESSAGE :
8i11,
Attached is the informa~ion that we have been digcussing over
the past week. It wms s Nt Lo MSC on the night of 13 February.

and we have not heard anything as yet. I have tried calling
just to verify that they recsived our fax. Cannot get anybody

ta accept my calls.
Ea:ards,
=1

S101673
NWMAR135652
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XEROX TELECOPIER 295 ; 2-15-91;11:03 AM; CCITT G3 =» 503»2406/600",; # 2

L FeBis siexess @) o o T RE
=
il

o ol

y A Subsigiary of Pacific Marine

FAYX TRANSMITTAL

DATE: 13 FEBRUARY 1991
TO: MILITARY SEALIFT COMMAND, WASHINGTON D.C.

ATTN: R. ROSS CAMARDELLA, CONTRACTING OFFICER

FAX NO. 202/433-0761
FROM: WILLAIM CLIFFORD

NAVATEK SHIPS LTD. | ﬁ
2234 HOONEE PL. | |
HONOLULY, HI. 368193
FH. 808/848-6437
FAX 808/848-8477

SUBJECT: SWATH MEDICA! TRANSFER VESSEL

MESSAGE: OUR COMPANY OWNS THE ONLY U.S. FLAG, U.8. COAST

GUARD CERTIFIED, ABS CLASSED SWATH PASSENGER VESSEL. THE . !
VESSEL WAS DESIGNED AND BUILT BY OUR COMPANY AND IS } J
PRESENTLY IN PASSENGER SERVICE IN HAWAIIL. IT WOULD

ACCOMMODATE APPROXIMATELY 150 HOSPITAL BEDS BUT HAS NO

HELICOPTER EQUIFMENT OR CAPABILITY.

© NUMBER OF PAGES, INCLUDING THE COVER SHEET: SEVEN (7) L é

REQUIREMENTS, BASED ON QUR VERY SUCCESSFUL NAVATEK 1 DESIGN:
FOR USD $8M IN &-7 MOMTHE. .
A
ADDITIONAL INFORMATION, DETALLED SPECIFICATION, ETC. ARE :
AVATLABLE UPON RESUES, .

i i i

. L
’ . : ’
:
i . !
. - ,
. A
|
\
) : .
: :

o

WE COULD BUILD AND DELIVER A VESSEL TO MEET YOUR PARTICULAR. a
i

S1016736
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Davies Pacific Center
841 Bishop Street #1880
Honolulu Hawaii 96813
Telephone 808 531-7001
Fax 808 523-7668

Pacific Marine 0. Box 20815

Honolulu, Hawaii 96820

December 17, 1990

Mr. William H. Zavin, II
Senior Vice President
Southwest Marine, Inc.
P.O. Box 3109

Portland, Oregon 97217

Dear Bill:

Per your discussion with Steven Loui, enclosed are copies of our
SWATH ship financing requests for your transmittal to John Salquist.
Please ensure that these materials are kept confidential and are only
reviewed by this prospect.

Thank you for your help in locating funds for this project. Please let

me know if you have any questions or need further information.

Yours truly,

ez,

Keith M. Sakamoto
Vice President - Finance

Enclosures
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Davies Pacific Center
841 Bishop Street #1880
Honolulu Hawaii 96813
Telephone 808 531-7001
Fax 808 523-7668

Pacific Marine 0. Box 29816

Honolulu, Hawaii 96820

December 17, 1990

Mr. William H. Zavin, II
Senior Vice President
Southwest Marine, Inc.
P.O. Box 3109

Portland, Oregon 97217

Dear Bill:

Per your discussion with Steven Loui, enclosed are copies of our
SWATH ship financing requests for your transmittal to the Standard
Insurance Company. Please ensure that these materials are kept
confidential and are only reviewed by this prospect.

Thank you for your help in locating funds for this project. Please let
me know if you have any questions or need further information.

Yours truly,

Keith M. Sakamoto
Vice President - Finance

Enclosures

S1016744
NWMAR135661



Davies Pacific Center
841 Bishop Street #1880
Honolulu Hawaii 96813
Telephone 808 531-7001
Fax 808 523-7668

Pacific Marine .0, Box 20616

Honolulu, Hawaii 96820

December 10, 1990

Mr. William H. Zavin, II
Senior Vice President
Southwest Marine, Inc.
P.O. Box 3109

Portland, Oregon 97217

Dear Bill:

Per your discussion with Steven, enclosed are copies of our SWATH
ship financing requests for your transmittal to the Portland Employee
Retirement System. Please ensure that these materials are kept
confidential and are only reviewed by this prospect.

Thank you for your help in locating funds for this project. Please let
me know if you have any questions or need further information.

Yours truly,
Keith M. Sakamoto
Vice President - Finance

Enclosures
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Davies Pacific Center

841 Bishop Street #1880
Honolulu Hawaii 96813
Telephone 808 531-7001
Fax 808 523-7668

| Pacific Marine P.O. Box 29816

Honolulu, Hawaii 96820

December 10, 1990

Mr. William H. Zavin, II
Senior Vice President
Southwest Marine, Inc.
P.O. Box 3109

Portland, Oregon 97217

Dear Bill:

Per your discussion with Steven Loui, enclosed are copies of our
SWATH ship financing requests for your transmittal to the Oregon
Public Employee Retirement System. Please ensure that these
materials are kept confidential and are only reviewed by this prospect.
Thank you for your help in locating funds for this project. Please let
me know if you have any questions or need further information.

Yours truly,

Keith M. Sakamoto

Vice President - Finance

Enclosures
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REF: 6585033A001 TUE 09 OCT 90 10:38 GMT

FROM: \”FRATELLI COSULICH SPA. GENOVA
FAX: (710 ) 532805

MSG 162 09-0CT-1990

To NorthWest Marine & Ironworks
Attn Mr. Bill Zavin

FM FRATELLI COSULICH GENOVA, ITALY
VIA VENTI SETTEMBRE 41

PHONE 10 53951

TLX 270086

FAX 532805

RE: SWATH 574 CASINO SHIP

GENTLEMEN, ,

THIS IS TO INFORM YOU THAT WE HAVE COMPLETED A CONCEPT DESIGN FOR ‘
A DINNER/EXCURSION/CABINO SWATH TO BE EMPLOYED FOR SHORT
INTERNATIONAL VOYAGES.

MAIN PARTICULARS ARE A5 FOLLOWS:

LENGHT OVERALL ABT. 74 METRES
BREADHT MOULDED ABT. 30 METRES
WATERTIGHT BULKHEADS 10

NO. OF DECKS 5

DRAFT FULLY LOADED ABT. 5 METRES
SPEED ABT. 15 KNOTS
PROPULSION TWO DIESEL ENGINE, TOTAL 3360 KW.
THREE GENERATORS TOTAL 4140 KW.
DAY CRUIBES, B00 PASSENGERS

CREW ABT. 150
PASSENGER CABINS ABT. 15

CREW CABINS ABT. 10
LIGHTSHIP ABT 1150 MT.

FULLY AIR CONDITIONED BY CENTRALIZED 3YSTEM

SPECIFICATION (ABOUT 230 PAGES), GENERAL ARRANGEMENT PLAN (7
DRAWINGS), STRUCTURAL ARRANGEMENT DRAWINGS (14 DRAWINGS) WERE
PREPARED BY PAMESCO INC.,, HONOLULU, PROF. SAPPER, MR. PUCCIO AND
FRATELLI COSULICH. ABOVE DOCUMENTS COULD BE SENT TO YOUR ADDRESS
BY COURIER NEXT WEEK IF YOUR COMPANY WOULD DECLARE:

1. CAPABILITY OF BUILDING VESSEL WITHIN REASONABLE TIME
2. WILLINGNESS TO SIGN A NON DISCLOSURE AGREEMENT (SEE BELOW)

3. ABILITY TO SUBMITT BIDS IN SUCH WAY THAT RELEVANT
DOCUMENTATION WOULD BE DELIVERED TO FRATELLI COSULICH, GENOVA,
BY NOVEMBER 16TH, 1990. '

IN THE AFFERMATIVE, PLEASE RETURN COMPLETED AND SIGNED AGREEMENT
BY COURIER BY OCTOBER 15TH, 1990.

BEST REGARDS.

ANDREA B.COSULICH

Page 1, document continues ...
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NON DISCLOSURE AGREEMENT

THIS AGREEMENT is made on the l14th day of September 1990 between

- PACIFIC MARINE ENGINEERING SCIENCE CORPORATION, a corporation
incorporated in the State of Hawaii, United States of America
(PAMESCO),

- FRATELLI COSULICH S.P.A., a corporation incorporated in
Trieste, Italy (COSULICH)

- prof. RICHARD SAPPER, Milan Italy (SAPPER)

{hereinafter called "THE OWNERS")

1

WHEREAS, the Owners are the owners of the copyright of the
structural drawvings, specifications, general arrangements plans,
and any other documents relating to a small water plane area twin
hull vessel (hereinafter called "the SWATH vessel”) and also
PAMESCO is the owner of the United States of America patent of
some of the knowledge and Rnow-how pertaining to the SWATH
vessel, designs and construction, and possesses other
confidential information relating to the SWATH vessel (such
properties of the owners shall hereinafter collectively be called
“the intellectual properties”);

WHEREAS, the Owners are desirous of having the SWATH vessel
constructed using the intellectual properties and to
commercialize the intellectual properties by granting a
non-exclusive license to the Shipbuilder for the construction
only of the SWATH vessels in ........ ... i which
utilizes the Owner’'s intellectual properties;

WHEREAS, the Shipbuilder is desirous of obtaining a non-
exclusive right to construct the SWATH vessel in
.............. using the Owners’ intellectual properties and

to have access to and review of the intellectual properties to
evaluate the possible construction of the vessel;

WHEREAS, the Owners and Shipbulder agree and acknowledge that the
Owner’'s intellectual properties pertaining to the SWATH vessel
are of a highly confidential sensitive nature.

NOW IT IS HEREBY AGREED AS FOLLOWS:

In pursuance of the aforesaid and in consideration of the
Owners agreeing to allow the Shipbuilder access to and review of
the intellectual properties, the Owners and the Shipbuilder agree

to the following:
Page 2, document continues ...
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The Owners agree to provide the Shipbuilder with the
intellectual properties reasonably required by the
Shipbuilder in its evaluation of the possible
construction of the SWATH vessel.

The Shipbuilder agrees and undertakes on behalf of itself

and its directors and employees:

a) not without the prior consent in writing of the Owners
to disclose or permit disclosure of any of the
intellectual properties obtained as a result of this
Agreements to any person or body except that the
Shipbuilder may take disclosure to its employees, as
may be reasonably necessary to allow the Shipbuilder
to evaluate the possible construction of the vessel;

b) notwithstanding any of the foregoing provision
hereinbefore, disclosure of any of the intellectual
properties may only be made to the Shipbuilder’'s
employees upon such terms and conditions as may be
imposed by the Owners from time to time;

¢) to take all reasonable steps and precautions in
dealing with the intellectual properties provided by
the Owner so as to prevent any unauthorised person
from having accegs to such intellectual properties.

The Shipbuilder agrees not to record, copy transcribe,
photograph, photocopy or otherwise in any other way
reproduce any of the intellectual properties provided by
Owners pursuant to this Agreement except as reasonably
necessary for its evaluation of the possible construction
of the vessel desired by the Owner. The Shipbuilder
agrees that the terms of this Ageement apply to any and
all records, copies, transcriptions, photographs,
photocopies and other reproductions of the intellectual
properties provided by the Owner pursuant to this
Agreement;

At any time hereafter, if the Owners shall, in its
absolute discretion, decide (such decision being final
and no reason need be assigned thereto) that the
Shipbuilder will not be constructing the SWATH vessel the
Shipbuilder agrees and undertakes to return all
intellectual properties and any and all copies thereof,
within fifteen (15) days from the date of receipt of
written notice from the Owner demanding the return of

the same.

Any notice required under this Agreement shall be
delivered to the registered office of the parties, or
such other address as may be designated, either by
personal service or by registered mail, postage prepaid.

The Shipbuilder further agrees to indemnify the Owners
against all legal costs and damages incurred by the
Owners as a result of any action by the Owners against

Page 3, document continues ...
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the Shipbuilder pertaining to this Agreement,

7. In the event that the Shipbuilder decides that it is
possible to construct the SWATH vessel, the Owner and the
Shipbuilder agree that they shall be bound by the terms
and conditions of a License Agreement.

8. It is the express intention of the Owner and the
Shipbuilder that this Agreement to be governed by the
laws of Hawaii.

IN WITNESS THEREOF, the parties have set their hands to
this Agreement.

—
VwE
PACIFIC MARINE ENGINEERING g'OU‘TH weet Wil [

SCIENCE CORPORATION it e e
(Shipbui

o o o AT Gt

Steven C.H. Loui . /“i>
. / yeoflﬁzf
Its: President Its: | o™
FRATELLI COSULICH S.P.A.

Its: Managing Director

PROF. RICHARD SAPPER

END

Last page, 4 pages in total
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- 86589-1998 13:53  FRON E.H WEST MARIME 70 91[.32495599 F.B1

— 7. | ¢ 2 Manor ‘ferrace

South West Marine v ™
CONSULTANTS & SURVEYQORS ‘Tel: 0803 883885
Fax: 0803 B83889

Res: 08045 6542

Tix 42513 Sharet G
(0803) 883889
TO: SOUTH WEST MARINE INC. PTLD. FROM: ALAN PERRY
ATTN:  WILLIAM H. ZAVIN, II - | DATE: & SEPTEMBER 1990
FAX OUT: 010-1-503-2406600 o PAGES:<3
REFERENCE ; -

SWATH VESSEL ''RADISSON DIAMOND',

AS DISCUSSED DURING OUR TELEHONE CONVERSATION PLEASE FIND
ATTACHED PICTURES OF "RADISSON DIAMOND'.

PRINCIPAL PARTICULARS ARE:

CAPACITY 356 PAX

GRT 18,100 TONNES
LOA 125M

BEAM 32M

DRAFT 7/8M

PROPULSIVE POWER 11,000KW
AUX POWER 2, 900KV
TRIAL SPEED 14 KTS
CRUISE SPEED 12.3 KTS

OWNERS: RADISSON DIAMOND CRUISES, FLORIDA

BUILDERS: RAUMA-REPOLA QY, FINLAND.

I WILL TRY TO GET HOLD OF OTHER INFORMATION OVER THE COMING
WEEKEND AND GET IT OFF TO YOU,

MEANWHILE, I LOOK FORWARD TO ANY INFORMATION YOU MAY HAVE
RE., "VIKING SERENADE'', .
BEST REGARDS

V

South West Marlve Limited
Director: A.F rery .
Registered In Bogland No. 2358573, VAT Reg. No. 525 1515 72. Repistered (Hfice: 24 Union Street, Newton Alibot, Devan 1012 35, Fngland.
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T YV 7 ¢ ' 2 Manor Terece
South West Marine i ™
CONSULTANTS & SURVEYORS 1l: 0803 883885
: ' Fax: 0807 883889
Res: 0B04S G542
Tix 42513 Sharet G
(0803) 883889
TO: SOUTH WEST MARINE INC., PTLD, | FROM: ALAN PERRY
ATTN: WILLIAM H. ZAVIN II , DATE: 5 SEPTEMBER 1930
" FAX OUT: 010-1-503-2406600 PAGES: 2
REFERENCE;

SWATH VESSELS:

SHOULD MR, QUINTON WATT BE VISITING EUROFE IN THE NEAR
FUTURE (OR ANY OF YOUR SENIOR PERSONNEL ENGAGED IN
CRUISE/PASSENGER NEWBUILDING/CONVERSION WORK) I THINK IT
WOULD BE MUTUALLY BENEFICIAL TO TALK TO MARK BEAUMONT OF b
LONDON BASED "CRUISE BROKERS LTD,",

L4

MARK & I SERVED TOGETHER IN THE CHINA NAVIGATION CO. LTD,
HEAD OFFICE IN HONGKONG . (SEE ATTACHED BRIEF CAREER DETAILS)

AS DISCUSSED I WILL PHONE YOUR OFFICE ABOUT 1800 HRS UKST
(0800 USWC TIME) TOMORROVW.

BEST REGARDS,

12 CAMOMILE STREET
f ~ _ LONDONKCIA7EP

‘ : i CRUISE teihiont:

oo : BROKERS A

\3/) _ ,: LIMITED JEERAT

qg : TELEX:
‘ : : oD

N : ' . Mark Beanmnnt vt O bR

{ Managing Director -2t

N
RN :
‘ MOMLE:
@ ‘ 0013

4

5408)
(>

South West Madloe Limited
Director: AP Jvrry

Registered In England No, 2358573, , VAT Reg, No. 525 1515 72, Registered Office: 24 Unian Street, Newton Abbot, Devon 1012 215, England,
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April , 1990

Mr, William A. Furman

President and Chief Executive Officer
The Greenbrier Companies

One Centerpoint Drive, Suite200
Lake Oswego, OR 97035

Dear Bill:

It was a pleasure seeing you again and engaging in some very stimulating
discussions regarding Navatek SWATH opportunities. After leaving our
meeting with you, I felt very strongly that each of our companies has the
complementary ingredients to create a successful joint venture for the global
expansion of the SWATH. As a result of our discussions, I would like to
propose some basic concepts from which we can go forth and develop more
specific terms regarding a joint venture, These concepts stem from the
contributions each of us would bring to the venture. Greenbrier would
provide the necessary financing, manufacturing, development, and
distribution resources. Pacific Marine would provide the technology, designs,
product concepts, and firsthand SWATH operating experience.

The basic concepts of our proposal can be summarized as follows:
(Insert Summary)

These basic concepts stem from our Navatek SWATH global mission of
becoming the worldwide leader in the technology, design, building, and
application development of SWATH vessels. Under our strategic plan, this
mission would be executed in seven basic phases: (1) defining and patenting
the invention; (2) developing technology in support of the invention (e.g.,
computer software and proprietary designs, equipment, and systems); (3)
building a prototype (which is classed by the American Bureay of Shipping
and certified by the U.S. Coast Guard); (4) developing a Hawaii-based
infrastructure (i.e., permits, operating arrangements, and marketing,
maintenance, and administrative support groups); (§) commercializing the
prototype; (6) monopolizing the lucrative Hawaii market; and (7) expanding
to global markets. We have accomplished the first five phases and would like
to explore your participation in accomplishing the last two steps.

S1016757
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In order to jointly pursue the global strategy for Navatek SWATHSs, the logical
first step would be to participate in the joint development of SWATHs in
Hawaii. As we had indicated during our visit, Hawaii is a very lucrative
market which also provides an ideal incubator and showcase for SWATH
applications. Pacific Marine is prepared to launch a program for rapid market
proliferation in Hawaii, with our technology, designs, engineering, permits,
routes, and vertically integrated operations, In developing SWATHs for
Hawaii, we would envision Greenbrier basically arranging the financing for
the SWATH ships and, possibly, the operations. For Greenbrier, this would
provide the opportunity to study the viability of a global SWATH strategy
while also earning an attractive return on investment in the Hawaii SWATHs.

More specifically, we would anticipate Greenbrier underwriting the cost of
each ship, estimated at $5 million, and then arranging for the long-term lease
financing., Greenbrier would of course earn fees for this structuring and
underwriting activity. In order to support the lease financing, Greenbrier
would enter into a charter with the owner/lessor of the ships, The vessels
would then be subchartered to the operating companies which would pay rent
as a base amount plus a percentage of revenue. Pacific Marine and

Greenbrier would share equally (50%/50%) in the excess spread of the
subcharter rent over the fixed payment primary lease. We estimate that the
total spread would be roughly $400,000 per vessel, per annum. In addition,
the lease should be structured to provide a maximum residual value purchase
option to the operator, which would yield a reasonable return to the lessor
while capping the buyback exposure at the end of the lease term.

Since our meeting, we have taken a closer look at taking an active role in the
operation of all Hawaii SWATHs. A review of our recent experience with our
affiliated Navatek I operator indicates that we can successfully operaie the
vessels ourselves and yield very atractive returns, We would also like to
offer Greenbrier the opportunity to participate in the Hawaii SWATH
operations by arranging the working capital financing for each Hawaii
operation in exchange for a 50% share of the net operating profits generated.
We estimate that the pretax net operating profit, after all expenses, will be
roughly $1.0 million per vessel, per annum. '

For the Hawaii market, Pacific Marine would assign its permits and grant
exclusive franchises in exchange for 50% of the lease spread and all or one-
half (depending on Greenbrier's participation) of the net operating profit from
the tour operations. We would also be compensated for providing
management and oversight for the tour operations. Finally, we would also

S1016758
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retain the rights to all profits from specific carveout operations and any
reservations, procurement, crewing, and maintenance services provided to the
operations.

In the event Greenbrier does not proceed to the next step of pursuing
markets beyond Hawaii, its Hawaii participation interests would have to be
adjusted since the structure described above contemplates Pacific Marine
sharing the Hawaii returns with Greenbrier in exchange for Greenbrier's
future support in the global strategy. Of course, any adjusiments would have
to result in a reasonable return for Greenbrier's continuing guarantee of the
Hawaii leases. We believe that reducing Greenbrier's participation interests in
the lease spreads and net operating profits from 50% to 25% would provide a
reasonable return for its ongoing credit support. Furthermore, this
adjustment would in keeping with our original concept of providing 25%
equity participation to parties arranging or providing all of the debt or lease
financing.

Global SWATK Development

Greenbrier's exclusive participation with Pacific Marine in the global markets
would be conditioned upon meeting a commitment to finance at least 5
SWATH ships for Hawaii within a period of 2 years. This global participation
granted t0 Greenbrier would apply to all markets, broadly defined as the
military, research/scientific, day/dinner cruise, extended cruise, natural
resource industries, casino, freight, ferry markets. However, Pacific Marine
shall have the right to pursue independently or with other parties markets
for which Greenbrier has not sold at least 2 units to third parties within the
18 months following the completion of its commitment for Hawaii. At any

point in time, Greenbrier and Pacific Marine may by mutual agreement
release certain markets from the joint venture.

In pursuing these broader markets, Gundersen would be granted a right of
first refusal for any contract to build U.S. domestic route vessels (Gundersen
may also subcontract work to Southwest Marine at its discretion). Financing
fees and participations in lease spreads would be in proportion to funds
provided or arranged by Greenbrier and/or Pacific Marine, respectively.
Customer leads identified by Pacific Marine would be brought to Greenbrier
on a first rights basis. If Greenbrier refuses to participate in the sale, Pacific
Marine could then seek financing and shipbuilding elsewhere,

With respect to these global markets, Pacific Marine would receive a full 6%
royalty on every SWATH vessel built. Pacific Marine would also retain rights
to provide services to ship operators including, when applicable, crewing, ship

S1016759
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inspection, maintenance, and a central parts pool. Rights to any concession
operations and any cenwral reservation services would also be retained by
Pacific Marine,

In the event operating entities are acquired which utilize the vessels, the net
operating profits from those applications would belong to the party that
purchases the necessary berthing/permit rights and invests the necessary
working capital., If either party identifies an attractive operation, it could .
offer the other party first rights to any interest that might be sold. We also
propose that Greenbrier and Pacific Marine share equally in any franchise
fees for exclusive rights provided to purchasers of Navatek SWATHSs,

Bill, I believe that these proposed concepts provide an attractive and
reasonable basis from which we can develop a relationship. Please let me
know your thoughts on these proposals. If you wish to proceed, we should
work on refining the concepts further and then drafting a letter of intent and
agreements, We are at the same time assembling the information we have on
our planned SWATH applications in Hawaii.

Yours Truly,

Steven C. H. Loui
Chairman and President
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Navatek Ships Questionnaire Form

Would you be willing to sign a Non-Disclosure Agreement restricting you from

building any SWATH vessel for twenty four (24) months after signing the
agreement with Navatek Ships, Ltd.? No)

Your physical address: \ <Sss N CHavvke P2-

Phone #: (%) _240-¢5C0
FAX #: (<) fo-bf oD
Contact person: /BL (- ’2:/7\1- +J

Do you have USCG certified welders? / No)

Normal billing rate per hour: Y k{oflﬁﬂi

What portion of the vessel would you quote? | Al 2§
Carrier Vessel
Superstructure

-4rm

) 7[)//003
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2234 HOONEE PLACE , HONOLULU , HI , 96819 PH (808) 848-6437 / FAX (808) 848-6477

Engineering Dept

Solicitation Inquiry for SWATH Construction

Navatek Ships, Ltd., a Hawaii based company, is in the final design stages for a 72
X 36' SWATH passenger vessel.

The purpose of this inquiry is to solicit your interest in the fabrication of this
vessel. A brief specification and a plan and profile view are included with this
form for your information.

This is expected to be a short fused project with a critical delivery date. It must be
delivered and ready for service in San Diego, California within six (6) months
after signing of the construction contract.

Your company will be expected to quote a price and delivery date on the complete
vessel (carrier vessel + superstructure), the carrier vessel or the superstructure.
The carrier vessel, which is the section from main deck to keel and includes the
connecting cross beams, will be fabricated of welded aluminum: The
superstructure, which is the section above the main deck, includes the welded
aluminum cross hull structure with an FRP deckhouse attached. The completed
superstructure assembly will be mounted on the carrier vessel deck with resilient
mounts.

All propulsion and auxiliary machinery will be owner furnished. Superstfucture
interior will be either contracted to the shipyard or sub-contracted out, as
determined by the owner.

Please include a company brochure and any other pertinent information
concerning your shipyard or shipbuilding capabilities. Fill in the information
requested in the attached questionnaire and return to:

Navatek Ships, Ltd.

2234 Hoonee Place

Honolulu, HI 96819 ‘
Attn: Mr. Kenneth F. Plyler

A response is requested at your earliest convenience.

S1016765
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Navatek Ships Questionnaire Form

Would you be willing to sign a Non-Disclosure Agreement restricting you from
building any SWATH vessel for twenty four (24) months after signing the
agreement with Navatek Ships, Ltd.? ( Yes / No)

Your physical address:

Phone #: ( )

FAX #: ¢ )

Contact person:

Do you have USCG certified welders? ( Yes / No)

Normal billing rate per hour:

What portion of the vessel would you quote? All
Carrier Vessel
Superstructure
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NAVATEK SHIPS 22M SWATH SPECIFICATIONS
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NAVATEK SHIPS 22M SWATH SPECIFICATIONS (cont'd)
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NAVATEK SHIPS 22M SWATH SPECIFICATIONS (cont'd)

Passenger Accomodations:

120 passengers will be accomodated in an air conditioned cabin on the main deck. Main deck
level will contain seating, tables restrooms and bar. Seating arrangement will be specified.
by owner. One (1) passenger restroom facility will be furnished with adequate urinals,
waterclosets and wash basins. Passenger space interiors will be finished in wood, metal,
paneling, paint and floor coverings as specified by the owner.

Lifesaving and Safety Equipment (As required by USCG):

20 Man Viking Inflatable Liferafts (3)
Liferings (2) one w/ waterlight & lanyard
Inflatable Rescue boat w/ motor & davit
Lifevests (120)

Fire Extinguishers (10)

Fire Ax (1)

Fire Hose Stations (2)

S1016773
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NAVATIOK (I, Lad.

Engineering Dept

2234 HOONEE PLACE , HONOLULU , HI , 96819 PH (808) 848-6437 / FAX (80B) 848-6477

Solicitation Inquiry for SWATH Construction

Navatek Ships, Ltd., a Hawaii based company, is in the final design stages for a 72"
X 36' SWATH passenger vessel.

The purpose of this inquiry is to solicit your interest in the fabrication of this
vessel. A brief specification and a plan and profile view are included with this
form for your information.

This is expected to be a short fused project with a critical delivery date. It must be
delivered and ready for service in San Diego, California within six (6) months
after signing of the construction contract.

Your company will be expected to quote a price and delivery date on the complete
vessel (carrier vessel + superstructure), the carrier vessel or the superstructure.
The carrier vessel, which is the section from main deck to keel and includes the
connecting cross beams, will be fabricated of welded aluminum. The
superstructure, which is the section above the main deck, includes the welded
aluminum cross hull structure with an FRP deckhouse attached. The completed
superstructure assembly will be mounted on the carrier vessel deck with resilient
mounts.

All propulsion and auxiliary machinery will be owner furnished. Superstructure
interior will be either contracted to the shipyard or sub-contracted out, as
determined by the owner.

Please include a company brochure and any other pertinent information
concerning your shipyard or shipbuilding capabilities. Fill in the information
requested in the attached questionnaire and return to:

Navatek Ships, Ltd.

2234 Hoonee Place
Honolulu, HI 96819

Attn: Mr. Kenneth F. Plyler

A response is requested at your earliest convenience.
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Navatek Ships Questionnaire Form

Would you be willing to sign a Non-Disclosure Agreement restricting you from

building any SWATH vessel for twenty four (24) months after signing the
agreement with Navatek Ships, Ltd.? No)

Your physical address: SSSS N CHavrge B2
adAD» 04 DIN

Phone #: (%) _2+Jo-¢sc0

FAX #: (%) fo-bb 0D

Contact person: (BL o e %ﬁ" +J

Do you have USCG certified welders? / No)

Normal billing rate per hour: A/’f(oflﬂﬁi

What portion of the vessel would you quote? All z

Carrier Vessel
Superstructure

S1016775
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NAVATEK QPS 22M SWATH SPECIFICATION?
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NAVATEK SHIPS 22M SWATH SPECIFICATIONS (cont'd)
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NAVATEK SHIPS 22M SWATH SPECIFICATIONS (cont'd)
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PRIVILEGED AND CONFIDENTIAL

June 17, 1992

Memo To: Bill Johnston
From: Bill Zavin
Subject: Princess Cruises

Ian Morrison and George Riddle have advised me of a pending visit to you by Charles Arkenstall and
Bob Oliver over the weekend. In conversation with Ian it appears that it is a contest between NW
Marine, WSI and Todd. Ian has floated, on a personal and confidential basis to Jim Evans, the advice
that P & O check the financial credibility of WSI to assure they would really want to place a ship with
them.

For further information, we heard that Seron Menon from Cascade General was in London 2 seeks
ago trying to push the Cascade position on the Pacific Princess. At that time we heard he was
unsuccessful. He has however imparted the position to P & O that they and WSI have the same fitness
for duty and drug policy as we do. To squelch that commentary I faxed Ian a copy of the
article/press release I prepared for Dick Montgomery. According to Ian it served its purpose. It also
landed us some free press in Lloyd’s List courtesy of Ian.

Ian further mentioned that the Regal and Crown Princess vessels were going to be working in the
Pacific at least on the Alaska service next year and that we should think about DD #4 bookings for
them because of their size. George Riddle and I took the conversation one step further and asked Ian
to get us information on the ships to see if they could be docked in San Francisco. The information
shows we have more than adequate lifting and size capacity in our facility there. My thought was that
rather than going through the intra-mural mumbly pegs here in Portland with the Port, tanker
operators and other contractors, you might want to offer firm no bump bookings, negotiated
procurements and pre-selected supervision and management teams drawn from our entire commercial
organization up and down the coast.

NN
wﬁ
i
I
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FACSIMILE MESSAGE

SHIP REPAIRERS & SHIPBUILDERS LTD
45/46 LOWER MARSH IONDON S E 1 7RG

TO: MR,BOB HUBBARD TEL:071 928 5265/4302
: FAX:071 928 5346
OF: SOUTHWEST MARINE GP. TLX:918828 SRS G

PACIFIC PRINCESS

Had a very good meeting at P&0O Southampton yesterday. I have sent
to you today the specification for the refit of the above vessel.
It is a rather large job this time, also the "Island Princess" a
sister ship will follow March 93,

If you require any information or clarification please don’t
hesitate to call Tom Walkinton in P&0 Southampton 0703-336262 or
fax 0703 227920.

If you wish to visit the vessel please let me know, I will call
you today re the above.

Competition Cagcade, Todd, Vancouver Shipyard and possibly Jar-
rows, Victoria (maybe).

Regards,

[}

[

P.S. Bob 0Oliver tells me S.W.Marine doing a good Jjob in San
Diego.

2oz

BESREPN P S

A

VAR G I R

T TR LT N AT VAT
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®  (RIGINAL

IN THE CIRCUIT COURT OF THE STATE OF OREGON

FOR THE COUNTY OF MULTNOMAH

WEST STATE, INC., AN OREGON
CORPORATION,

PLAINTIFF,
VsS.

PORT OF PORTLAND, A MUNICIPAL
CORPORATION, ET AL.,

DEFENDANTS.

)
)
)
)
)
) CASE NO. A9001-00320
)
)
)
)
)

DEPOSITION OF ART ENGLE

SAN DIEGO, CALIFORNIA

JULY 17, 1991

ATKINSON-BAKER AND ASSOCIATES,
CERTIFIED SHORTHAND REPORTERS

INC.

1612 WEST OLIVE AVENUE, SUITE 203

BURBANK, CALIFORNIA 91506
(818) 566-8840

REPORTED BY: MARY C. HOFFMAN,

FILE NO. 915065

CSR #5011

. e renoe
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APPEARANCES:

FOR THE PLAINTIFF:

BOGLE & GATES

BY GREGORY J. MINER, ESQ.

222 S.W. COLUMBIA, SUITE 1400
PORTLAND, OREGON 97201

(503) 721-3639

FOR THE DEFENDANT PORT OF PORTLAND:

STOEL, RIVES, BOLEY, JONES & GREY
BY GUY A. RANDLES, ESQ.

900 S.W. FIFTH AVENUE

PORTLAND, OREGON 97204-1268
(503) 294-9288

FOR THE DEPONENT:
LLOYD A. SCHWARTZ, ESOQ.
C/0O SOUTHWEST MARINE

POST OFFICE BOX 13308
SAN DIEGO, CALIFORNIA 92170-0308

DEPOSITION OF ART ENGLE,
TAKEN BY THE PLAINTIFF, AT SOUTHWEST MARINE, FOOT OF SAMPSON
STREET, SAN DIEGO, CALIFORNIA, WEDNESDAY, fHE 17TH DAY OF
JULY, 1991, AT 9:10 A.M., BEFORE MARY C. HOFFMAN,‘CERTIFIED

SHORTHAND REPORTER, PURSUANT TO NOTICE.

S1018252
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MR. RANDLES: ALTHOUGH I'M WILLING TO AGREE TO
THE USUAL STIPULATIONS, I'M ASSUMING THAT THIS DEPOSITION
MAY AﬁOUNT TO A PERPETUATION DEPOSITION, ASSUMING MR. ENGLE
IS NOT GOING TO COME UP FOR TRIAL, SO I THINK WE SHOULD TAKE
THAT INTO ACCOUNT.

MR. MINER: WELL, I'M GOING TO ASK MR. ENGLE
SOME QUESTIONS ABOUT THAT AND WE'LL SEE. I ASSUME THE SAME
THING BUT WE'LL SEE.

DO YOU WANT TO SWEAR THE WITNESS, PLEASE.

ART ENGLE,

HAVING BEEN DULY SWORN, TESTIFIED AS FOLLOWS:

EXAMINATION

BY MR. MINER:

Q.. GOOD MORNING, MR. ENGLE. MY NAME IS GREG MINER
AND I'M FROM THE FIRM OF BOGLE & GATES. APPRECIATE YOU
MAKING YOURSELF AVAILABLE ON YOUR TIGHT SCHEDULE THIS
MORNING AND WE'LL TRY TO GET THROUGH THESE QUESTIONS AS
QUICK AS I CAN. WE'VE INDICATED TO YOU THAT THE DEPOSITION
SHOULD TAKE BETWEEN TWO HOURS TO THREE HOURS AT THE MOST.
I'LL SEE IF WE CAN GET THROUGH IT AS QUICK AS I CAN, AS I
SAID.

JF I ASK YOU ANY QUESTIONS WHERE YOU NEED TO

HAVE ME REPEAT IT BECAUSE THEY'RE NOT CLEAR, THEN PLEASE

4

S1018253
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JUST STOP ME AND ASK ME TO REPEAT.

ALSO YOUR CURRENT PLACE OF BUSINESS?

A.
ADDRESS;
DIEGO.

Q.

A,

Q.

UNDERSTAND IT?

A.

STCCK IN

0.
WHICH I'D LIKE TO HAVE THE REPORTER MARK AS EXHIBIT 1 AND  +

THEN I'LL ASK YOU SOME QUESTIONS ABOUT THAT.

PLAINTIFF'S EXHIBIT 1 FOR IDENTIFICATION.)
BY MR. MINER:
0.

1, MR. ENGLE.

° o 5

COULD YOU GIVE ME YOUR CURRENT HOME ADDRESS AND

ONOMNS N IS MY CURRENT HOME

AND BUSINESS IS FOOT OF SAMPSON STREET, SAN

THAT'S THE ADDRESS OF SOUTHWEST MARINE?

YES, IT IS.

AND THAT'S A BUSINESS WHICH YOU OWN, AS I

I'M A PARTNER IN THE BUSINESS, YEAH. I OWN

THE COMPANY, YEAH.

HOW LONG HAVE YOU BEEN ONE OF THE OWNERS?

SINCE ITS INCEPTION.

AND THAT'S APPROXIMATELY HOW LONG?

15 YEARS.

WE NOTICED YOUR DEPOSITION TODAY, A COPY OF

(DEPOSITION NOTICE DUCES TECUM MARKED

LET ME SHOW YOU WHAT'S BEEN MARKED AS EXHIBIT

HAVE YOU SEEN THAT NOTICE OF DEPOSITION BEFORE?

S1018254
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" A. YES.
0. THAT'S A DEPOSITION NOTICE THAT ASKS, I

BELIEVE, IN FIVE SEPARATE REQUESTS THERE TO HAVE YOU PRODUCE

DOCUMENTS, IF THERE ARE SUCH DOCUMENTS.

HAVE YOU READ THROUGH THAT NOTICE OF DEPOSITION
TO DETERMINE WHETHER THERE ARE ANY DOCUMENTS THAT RESPOND TO
THOSE INDIVIDUAL FIVE REQUESTS?

A. I REFERRED IT TO MR. SCHWARTZ, OUR HOUSE

COUNSEL.
Q. HAVE YOU PRODUCED ANY DOCUMENTS TODAY OR DO YOU

PLAN ON PRODUCING ANY TODAY IN RESPONSE TO THAT REQUEST?

A. NO.

Q. SO IN LOOKING AT THE FIVE INDIVIDUAL ITEMS ON
PAGE 2 OF THAT NOTICE OF DEPOSITION, YOU DON'T HAVE ANY

DOCUMENTS THAT RESPOND TO ANY OF THOSE REQUESTS?

A, I PERSONALLY DON'T, NO.

Q. DOES THE.COMPANY, SOUTHWEST MARINE, HAVE ANY
DOCUMENTS THAT RESPOND TO THOSE REQUESTS? .

A. I'D HAVE TO REFER THAT QUESTION TO MR. SCHWARTZ

OR SOMEBODY ELSE IN THE COMPANY.

MR. MINER: WELL, DO YOU KNOW, MR. SCHWARTZ,

WHETHER ANY DOCUMENTS THAT RESPOND TO THE FIRST FIVE

REQUESTS --

MR. SCHWARTZ: CAN WE GO OFF THE RECORD FOR A

MINUTE?

S1018255
NWMAR135699




e

ST T ATy

TR

>
X
3
.

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

o ® .

MR. MINER: SURE.

(DISCUSSION OFF THE RECORD.)

MR. MINER: LET'S GO AHEAD AND PUT THAT ON THE
RECORD. I THINK WE SHOULD DO THAT. AND PLEASE CORRECT ME
IF I'M WRONG IN THE WAY THAT I CHARACTERIZE THE DISCUSSION
WE'VE HAD OFF THE RECORD, MR. SCHWARTZ.

IT'S SOUTHWEST MARINE'S POSITION, IN RESPONDING
TO THE FIVE DOCUMENT REQUESTS IN EXHIBIT 1, THE NOTICE OF
DEPOSITION FOR MR. ENGLE, THAT SOUTHWEST MARINE WILL PRODUCE
ONLY THE INFORMATION THAT NORTHWEST MARINE HAS ALREADY BEEN
REQUIRED TO PRODUCE UNDER A DISCOVERY ORDER ENTERED BY JUDGE
JOHNSON LAST WEEK IN THIS CASE?

MR. SCHWARTZ: THAT'S CORRECT.

MR. MINER: AND THAT SOUTHWEST MARINE DOESN'T
INTEND TO PRODUCE ANY OTHER INFORMATION?

MR. SCHWARTZ: THAT'S CORRECT.

MR. MINER: AND WHAT'S THE BASIS FOR THAT
POSITION?

MR. SCHWARTZ: THIS IS NOT MY DEPOSITION.

MR. MINER: WELL, I KNOW, BUT MR. ENGLE SAID
THAT HE REFERRED THE MATTER OF THE RESPONSE TO THE DOCUMENT
REQUEST TO YOU.

MR. SCHWARTZ: WELL, LET'S GO OFF THE RECORD

AGAIN.

THE REPORTER: OFF THE RECORD?

S1018256
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MR. MINER: TEAT'S FINE.

(DISCUSSION OFF THE RECORD.)

MR. MINER: LET'S GO BACK ON THE RECORD,
PLEASE.
BY MR. MINER:

Q. AS I UNDERSTAND IT, THEN, MR. ENGLE, THE
DOCUMENT REQUEST, ITEMS 1 THROUGH 5 ON PAGE 2 OF EXHIBIT 1,
YOU'VE LOOKED AT THOSE, REVIEWED THOSE REQUESTS, AND
SOUTHWEST MARINE DOES NOT HAVE ANY DOCUMENTS IN ITS

POSSESSION THAT RESPOND TO THOSE REQUESTS?

A. THAT'S CORRECT.
Q. THERE'S A TRIAL IN THIS CASE, MR. ENGLE, WHICH
IS BETWEEN -- IT'S A SUIT BROUGHT BY WEST STATE, INC., A

PORTLAND SHIP REPAIR CONTRACTOR, AGAINST THE PORT OF
PORTLAND. THERE'S A TRIAL SCHEDULED ON AUGUST 6TH.
LET ME ASK YOU: DO YOU INTEND TO VOLUNTARILY

APPEAR, IF WE ASKED YOU, IF WEST STATE ASKED YOU, DO YOU
INTEND TO VOLUNTARILY APPEAR AS A WITNESS AT THAT TRIAL ON
AUGUST 6 IN PORTLAND?

A. NO.

Q. HAVE YOU BEEN ASKED BY EITHER THE PORT OF
PORTLAND OR ANYONE ELSE TO APPEAR AT THAT TRIAL?

A. NO.

Q. HAVE YOU BEEN ENGAGED AS A TEXT- -- AS AN

EXPERT BY THE PORT OF PORTLAND?

S1018257
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Q. COULD YOU GIVE ME YOUR EDUCATIONAL BACKGROUND,

EXTENT OF YOUR EDUCATION A BACKGROUND?

Ao DO

Q. WHEN WAS THAT?

AomO
Q. HAVE YOU HAD ANY FORMAL EDUCATION BEYOND THAT?
A OH, I'VE TAKEN A FEW CLASSES HERE AND THERE,

BEEN TO SEMINARS, BUT I DIDN'T CONTINUE PAST THE BACHELOR OF

ARTS DEGREE.

Q. COULD YOU START AT THE BEGINNING AND GIVE ME,
IN GENERAL TERMS, THE EXTENT OF YOUR BACKGROUND IN THE SHIP

REPAIR BUSINESS?

A. WELL, MY FAMILY WAS IN THE SHIP REPAIR

pusiness, so I crew vr Iv IT. (NS

Q. IN WHAT CAPACITY WERE YOU WORKING THERE IN '76

WHEN YOU RESIGNED?

A. I WAS A GENERAL MANAGER OF A COMPANY IN SAN

S1018258
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, ;
DIEGO .THAT THEY OWNED. g
0. A COMPANY THAT WAS A SUBSIDIARY OF TRIPLE A !
MACHINE? ;
A. YES. é
Q. HOW LONG DID YOU ACT AS THE GENERAL MANAGER OF ?
THAT COMPANY? %
A. ABOUT, I GUESS, FIVE YEARS. |
0. SINCE 1976 WHEN SOUTHWEST MARINE STARTED? |
A. YES. !
0. AND YOU'VE BEEN AN OWNER OR ONE OF THE OWNERS
OF THAT COMPANY SINCE ITS INCEPTION? |
A.  YES. %
0. DID THAT COMPANY ALWAYS OPERATE OUT OF ‘
SAN DIEGO? IS THAT WHERE ITS LOCATION --
A. IT'S HEADQUARTERS, LOCATION HAS ALWAYS BEEN
SAN DIEGO.
0. TO WHAT EXTENT HAVE YOU BEEN INVOLVED IN THE
SHIP REPAIR BUSINESS IN PORTLAND, OREGON? '
A. IN THE SHIP REPAIR BUSINESS?
0. RIGHT.
A. WELL, I OCCASIONALLY GO TO PORTLAND. I REVIEW
OUR --
Q. HAVE YOU --
A. —- ACTIVITIES UP THERE.
Q. PRIOR TO APRIL OF 1989, WERE YOU AN OWNER OF

S1018259
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1 1 ANY COMPANY THAT DID SHIP REPAIR BUSINESS OUT OF THE
% 2 PORTLAND SHIP REPAIR YARD?
; 3 A. NO.
; 4 0. IS IT FAIR TO SAY THAT ONLY SINCE APRIL OF '89 ;
5 YOU'VE HAD AN OWNERSHIP INTEREST IN A COMPANY THAT DOES SHIP i
6 REPAIR WORK AT THE PORTLAND SHIP REPAIR YARD? :
g 7 A. IF THAT'S THE DATE WE ACQUIRED NORTHWEST
§ 8 MARINE --
g 9 Q. RIGHT.
10 A. -- IT'S FAIR TO SAY THAT.
11 Q. RIGHT.
% 12 A. I DON'T KNOW THE DATE WE ACQUIRED NORTHWEST
; 13 MARINE.
f 14 Q. IT'S ROUGHLY APRIL, '89. I'VE BEEN USING
; 15 APRIL, '89.
E 16 A. THAT'S FINE.
f 17 Q. PRIOR TO THAT DATE, THEN, YOU DID NOT HAVE ANY
1 18 BUSINESS THAT YOU WERE UNDERTAKING IN A COMPANY IN WHICH YOU
: 19 WERE AN OWNER AT THE PORTLAND SHIP REPAIR YARD?
f 20 A. THAT'S CORRECT.
i 21 Q. "PRIOR TO THAT DATE" MEANING APRIL .OF '89.
j 22 NOW, HAD YOU ATTEMPTED, BEFORE THE PURCHASE OF
% 23 NORTHWEST MARINE'S STOCK IN APRIL OF '89, HAD YOU ATTEMPTED
24 TO START UP OR BECOME AN OWNER OF AN EXISTING SHIP REPAIR
25 COMPANY IN PORTLAND?

S1018260
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A, IN PORTLAND?
| Q. IN PORTLAND.
A, NO. I HAD NOT.
Q. ANY SPECIFIC REASON WHY YOU HADN'T ATTEMPTED

PRIOR TO APRIL OF '89 TO DO THAT?
A. I'D LOOKED AT THE NORTHWEST; I LOOKED AT

SEATTLE, AND CONSIDERED SEATTLE A VIABLE OPPORTUNITY, A GOOD

APPROACHED AT ONE TIME BY DILLINGHAM, WHICH WAS OPERATING IN
THE PORTLAND AREA, WHEN THEY WERE GOING TO LIQUIDATE.

Q. WHAT WAS -—--

A. AND THEY WERE PRIMARILY IN THE SHIP
CONSTRUCTION BUSINESS, AS I RECALL, AND MY EXPERTISE IS IN
SHIP REPAIR.

Q. IS THAT THE REASON THEN WHY THAT --

A, IT DIDN'T GO THROUGH. IT DIDN'T SUIT WHAT THEY

REALLY WANTED TO DO.

Q. WERE THERE ANY OTHER POSSIBLE DEALS LIKE THAT .
PRIOR TO APRIL OF '89, OTHER THAN THE DILLINGHAM
POSSIBILITY, THAT YOU CONSIDERED?
MR. RANDLES: AT PORTLAND SHIP REPAIR YARD?

MR. MINER: AT PORTLAND. WE'RE JUST TALKING

ABOUT P.S.R.Y.

THE WITNESS: NO.

/77

S1018261
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BY MR.: MINER:

Q. HAD YOU BEEN ACTIVELY PURSUING, PRIOR TO APRIL
OF '89, OTHER EITHER EXISTING CONTRACTORS AT THE PORTLAND
YARD OR ANOTHER COMPANY IN THE BUSINESS WHO WAS INTERESTED
IN STARTING AT THE PORTLAND SHIP REPAIR YARD?
A. NO.
WELL, I SHOULD CORRECT THAT BECAUSE YOU'RE
USING THE DATE OF APRIL.
0. YES.
A. I FIRST STARTED TALKING ABOUT PORTLAND IN
DECEMBER OF 1988.
MR. SCHWARTZ: THAT'S CLEAR.
MR. RANDLES: AND, GREG, FOR THE RECORD, TOO,
WHILE THE DEBT SETTLEMENT AGREEMENT WITH THE PORT WAS APRIL
OF '89, I DON'T KNOW IF THE STOCK AGREEMENT -- THERE WAS
ACTUALLY A LETTER AGREEMENT PRIOR TO THAT TIME. WHEN THE
STOCK AGREEMENT WAS FINALIZED, I THINK, WAS AFTER THAT.
MR. SCHWARTZ: CLOSING.
MR. MINER: RIGHT. THE REASON I USED THE
APRIL, '89 DATE WAS BECAUSE THAT WAS WHEN THE PORT
COMMISSIONERS HAD TO APPROVE AND THAT WAS THE DATE OF THE
DEBT SETTLEMENT AGREEMENT BETWEEN THE PORT, SOUTHWEST MARINE
AND NORTHWEST MARINE, THE FORMAL WRITTEN AGREEMENT CALLED

THE DEBT SETTLEMENT AGREEMENT. BUT THERE WAS A LETTER OF

INTENT SIGNED IN FEBRUARY OF '89 BETWEEN YOUR COMPANY AND

S1018262
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NORTHWEST MARINE. THAT'S TRUE?

| THE WITNESS: RIGHT. AND I ORIGINALLY STARTED
MY DISCUSSIONS IN DECEMBER OF 1988.
BY MR. MINER:

Q. DID MR. ZAVIN, WILLIAM ZAVIN, FROM NORTHWEST
MARINE APPROACH YOU ABOUT THOSE DISCUSSIONS?

DID HE START THE DISCUSSIONS?

A. HE CAME AND HE SAW ME.

Q. AND WHAT WAS IT ABOUT NORTHWEST MARINE THAT GOT
YOU INTERESTED?

A. _  WELL, WHAT GOT ME INTERESTED WAS THE SAME THING
AS THE REASON WHY I LOOKED AT LOCKHEED A YEAR BEFORE, IS WE
WERE VERY INTERESTED IN THE NORTHWEST COMMERCIAL
MARKETPLACE. AND SOUTHWEST MARINE'S FIVE-YEAR PLAN CALLED
FOR US TO SHIFT OUR SALES MIX FROM ALMOST 90 PERCENT
GOVERNMENT TO SOMETHING AROUND 50 PERCENT GOVERNMENT. NOW,
YOU EITHER DO THAT BY REDUCING GOVERNMENT OR BY INCREASING
YOUR COMMERCIAL SALES.

Q. DID I UNDERSTAND YOU TO SAY, THEN, THE
FIVE-YEAR PLAN OF NORTHWEST MARINE --

A, NO. SOUTHWEST MARINE.

Q. I'M SORRY. FIVE-YEAR PLAN OF SOUTHWEST MARINE
CALLED FOR A SHIFT FROM BEING DEPENDENT ON 90 PERCENT

GOVERNMENT REPAIR WORK TO A 50/50 GOVERNMENT AND COMMERCIAL?

A. YES.

-

S1018263
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Q. AND NORTHWEST MARINE -- NORTHWEST MARINE
HISTORICALLY HAD EMPHASIZED ON COMMERCIAL WORK MUCH MORE
THAN SOUTHWEST MARINE?

A. YES.

Q. CAN YOU TELL ME WHY THE STOCK BUY-OUT WAS THE
METHOD USED TO PURCHASE NORTHWEST MARINE?

MR. RANDLES: I OBJECT BECAUSE YOU'VE NOT LAID
A FOUNDATION AS TO WHAT ALTERNATIVES THERE WERE, WHAT CAME
INTO PLAY, YOU KNOW, AT WHAT POINT.

I MEAN, WHAT FACTUAL ASSUMPTIONS ARE YOU MAKING
IN SAYING THAT STOCK PURCHASE WAS SELECTED AS OPPOSED TO
OTHERS? THERE MIGHT HAVE BEEN ALL SORT OF OPPORTUNITIES
THAT WHITTLED DOWN TO THE FINAL ONE.
BY MR. MINER:

Q. LET ME ASK YOU THIS: DID SOUTHWEST MARINE HAVE
THE OPPORTUNITY TO SIMPLY BUY NORTHWEST MARINE'S ASSETS
RATHER THAN PURCHASE ITS STOCK?

MR. RANDLES: OBJECT. NO FOUNDATION.
MR. SCHWARTZ: YEAH.
BY MR. MINER:

Q. YOU WERE INVOLVED IN THE NEGOTIATIONS?

A. I WAS INVOLVED IN THE NEGOTIATIONS, RIGHT.
ULTIMATELY WE COULD HAVE, IF THE COMPANY WERE TO FOLD AND GO
INTO CHAPTER 7 RECEIVERSHIP, I COULD HAVE BOUGHT IT IN THE

BANKRUPTCY COURT AND I WOULD HAVE MADE AN ASSET PURCHASE.

S1018264
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c Q. WAS THERE A REASON -- DID YOU HAVE A PREFERENCE
TO-MAKE A STOCK PURCHASE RATHER THAN ALLOWING THAT PROCEDURE
TO TAKE PLACE?

MR. RANDLES: OBJECTION. NO FOUNDATION AGAIN.
THE REPORTER: COULD YOU PLEASE SPEAK UP? THE
OUTSIDE NOISE IS PRETTY BAD OVER HERE.

MR. RANDLES: OBJECTION. LACK OF FOUNDATION;

ON THE SAME BASIS AS I MADE BEFORE.

BY MR. MINER:

Q. MY QUESTION IS: WHY WERE YOU INTERESTED IN THE
STOCK PURCHASE AS OPPOSED TO ANY OTHER OPTION THAT MAY HAVE
BEEN AVAILABLE?

A. WELL, I WAS INTERESTED IN THE STOCK PURCHASE
BECAUSE IT PROVIDED THE CONTINUITY OF AN OPERATING BUSINESS.
NORTHWEST MARINE WAS OPERATING AT THE TIME. NORTHWEST
MARINE HAD SUBMITTED PROPOSALS ON VARIOUS GOVERNMENT
CONTRACTS AND IF WE WERE TO MAKE AN ASSET PURCHASE VERSUS A
STOCK PURCHASE, WE WOULD JEOPARDIZE NORTHWEST MARINE'S
OPPORTUNITY TO BE SUCCESSFUL ON THOSE GOVERNMENT CONTRACTS.
AND THEY ALSO HAD, AT THE TIME, NEGOTIATED A LONG-TERM
RELATIONSHIP WITH CUNARD FOR THE OVERHAUL OF CERTAIN CRUISE
SHIPS, WHICH WOULD HAVE BEEN SUBJECT TO REVIEW IF NORTHWEST
MARINE WAS TO CEASE BUSINESS UNDER THAT CURRENT NAME.

Q. DID YOU HAVE ANY IDEA WHETHER, IF THAT HAD

OCCURRED, IF NORTHWEST MARINE HAD CEASED BUSINESS, YOUR

S1018265
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1 COMPANy WOULD HAVE BEEN ABLE TO GET -- OR STEP INTO THE
2 SHOES OF NORTHWEST MARINE ON THAT LONG-TERM CUNARD CONTRACT?
3 MR. RANDLES: OBJECTION. NO FOUNDATION. YOU
4 HAVEN'T STATED THE PARAMETERS ADEQUATELY.
5 | MR. MINER: I'M SORRY?
; 6 MR. RANDLES: YOU HAVEN'T STATED THE PARAMETERS
% 7 ADEQUATELY. I THINK YOU'RE CALLING FOR HIM TO SPECULATE
8 UNLESS YOU LAY OUT THE FACTUAL SCENARIO.
i 9 THE WITNESS: AGAIN I'D BE SPECULATING. I
i 10 DON'T KNOW THE ANSWER TO THAT.
; 11 BY MR. MINER:
ﬁ 12 0. I WONDERED IF YOU HAD EXPLORED THAT.
é 13 A. NO, I HAD NOT EXPLORED THAT.
: 14 I KNOW I EXPLORED IT WITH THE NAVY AND THE NAVY
; 15 TOLD US IF THE CONTRACT -- IF NORTHWEST MARINE CEASED TO BE
E 16 IN EXISTENCE, THAT THE CONTRACT AND THE SUBMITTALS OF THEIR
E 17 BIDS WOULD BE CONSIDERED NOT VALID.
- 18 Q. HAD YOU EXPLORED THAT WITH ANY OF THE OTHER .
19 OWNERS OF SHIPS WHERE NORTHWEST MARINE HAD EXISTING
; 20 CONTRACTS?
b 21 YOU MENTIONED CUNARD. YOU MENTIONED THE NAVY.
! 22 CAN YOU RECALL WHETHER THERE ARE ANY OTHER --
23 A. THEY HAD A RELATIONSHIP WITH WEST COAST
24 SHIPPING. I DIDN'T EXPLORE ANYTHING WITH WEST COAST 9
<5 SHIPPING.
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Q. DO YOU HAVE ANY REASON TO BELIEVE THAT ~-- LET'S
TAKE WEST COAST SHIPPING -- THAT YOU COULD HAVE STEPPED INTO
NORTHWEST MARINE'S EXISTING CONTRACTS WITH WEST COAST
SHIPPING IF, IN FACT, NORTHWEST MARINE HAD GONE OUT OF
BUSINESS AND YOU HADN'T DONE A STOCK PURCHASE?
MR. SCHWARTZ: ASSUMING FACTS THAT ARE NOT, TO
MY KNOWLEDGE, IN EVIDENCE. I DON'T KNOW IF THERE WERE ANY
CONTRACTS IN EXISTENCE AT THE TIME.
THE WITNESS: I DON'T THINK SO.
MR. MINER: LET'S --
THE WITNESS: THERE WAS NO CONTRACT IN
EXISTENCE. THERE WAS A RELATIONSHIP IN EXISTENCE. WEST
COAST SHIPPING CONTRACTS GO CONTRACT TO CONTRACT SHIP TO
SHIP.
BY MR. MINER:
Q. NORTHWEST MARINE DID HAVE A LONG RELATIONSHIP
WITH WEST COAST SHIPPING?
A. RELATIONSHIP, CORRECT. .
Q. HAD YOUR COMPANY, SOUTHWEST MARINE, PRIOR TO
FEBRUARY OF '89, DONE ANY WORK FOR WEST COAST SHIPPING?
A. I DON'T KNOW.
Q. HAD YOU DONE SHIP REPAIR WORK, SOUTHWEST MARINE
DONE REPAIR WORK, FOR CUNARD LINES?

A. I THINK WE DID SOME CUNARD WORK IN LOS ANGELES

AT ONE TIME.

S1018267
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Q. WHAT ABOUT HOLLAND AMERICA CRUISE LINE?
A. I DON'T KNOW.
Q. DO YOU KNOW IF, IN APRIL -- EXCUSE ME -- IN

FEBRUARY OF '89 HAD YOUR COMPANY, SOUTHWEST MARINE, DID
WORK —-- HAD THEY DONE WORK FOR HOLLAND AMERICA --
A I DON'T KNOW.
Q. —-— AS OF THAT DATE?
A I DON'T KNOW IF WE HAD OR NOT.
Q. ONE OF THE ATTRACTIVE -- ONE OF THE
ATTRACTIONS, THEN, WITH THE STOCK PURCHASE WAS THE ABILITY
TO BUY A GOING CONCERN, NORTHWEST MARINE AS A GOING CONCERN,
WITH THEIR CONTRACTS IN PLACE; IS THAT A FAIR STATEMENT?
MR. SCHWARTZ: WELL --
THE WITNESS: THEIR RELATIONSHIPS IN PLACE.
MR. SCHWARTZ: AND THEIR OUTSTANDING BIDS?
MR. MINER: THAT WAS MY NEXT QUESTION.

BY MR. MINER: |

Q. THERE WERE -- CAN YOU RECALL WHETHER OR NOT
THERE WERE ANY OUTSTANDING BIDS THAT NORTHWEST MARINE HAD AT
THAT TIME?

A, THERE WERE.

MR. RANDLES: THE TIME YOU'RE TALKING ABOUT IS
APRIL, '89?
BY MR. MINER:

Q. IN THE TIME FRAME, LET'S SAY, WHEN THE LETTER

LI R
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OF INTENT WAS SIGNED WITH NORTHWEST MARINE IN FEBRUARY OF
'89 UP THROUGH WHEN THE INK WAS DRYING ON THE DEBT
SETTLEMENT AGREEMENT.
A. THERE WERE CONTRACTS, RIGHT.
MR. SCHWARTZ: THERE WERE BIDS?
MR. MINER: THERE WERE BIDS?
THE WITNESS: THERE WERE BIDS, PROPOSALS.
BY MR. MINER:
Q. WAS THERE WORK -- CAN YOU RECALL WHETHER THERE
WAS WORK THAT NORTHWEST MARINE ANTICIPATED BIDDING ON, BIDS
WEREN'T IN YET BUT THEY WERE WORKING ON GETTING THEIR BID
TOGETHER, WHICH ALSO WOULD HAVE STAYED IN PLACE, SO TO
SPEAK, IF THE STOCK PURCHASE HAD GONE THROUGH?
MR. RANDLES: OBJECTION. I DON'T KNOW WHAT YOU
MEAN, "STAYED IN PLACE". WORK THAT THEY WOULD HAVE
ANTICIPATED BIDDING? WHAT'S TO STAY IN PLACE?
BY MR. MINER:
Q. DID YOU LOOK AT OR EXPLORE WHETHER THE JOBS
THAT NORTHWEST MARINE WAS PREPARING TO BID ON AT THAT TIME,
WHETHER YOU, SOUTHWEST MARINE, COULD HAVE STEPPED INTO
NORTHWEST MARINE'S SHOES THERE AND JUST CONTINUED WITH THAT
BID WORK AND GO AHEAD AND BID?
A. I LOOKRED AT THE CONTINUING OPERATIONS SIDE OF
IT AND THAT'S THE EVALUATION THAT WE MADE; CONTINUING

OPERATIONS, BECAUSE THE EMPLOYEES WERE IN PLACE, WAS AN

S1018269
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ADVANTAGE TO SOUTHWEST MARINE.

Q. THE LABOR FORCE THAT NORTHWEST MARINE HAD AND

IT BEING IN PLACE WAS ANOTHER CONSIDERATION THAT YOU GAVE
TOWARD DECIDING TO FOLLOW THE STOCK PURCHASE?

A. NO.

Q. WHAT DID YOU MEAN THEN WHEN YOU SAID JUST A
MINUTE AGO ABOUT THE LABOR FORCE BEING IN PLACE?

A. I MEANT THE OVERHEAD STRUCTURE OF THE LABOR,
THE MANAGEMENT, THE ESTIMATING, THE PURCHASING PEOPLE, THE
QUALITY ASSURANCE PEOPLE --

Q. WAS IT --

A. ~=~ NOT THE LABOR FORCE MEANING THE UNION LABOR
FORCE, PER SE.

Q. DID YOU ALSO CONSIDER IN THE CONTINUING -- IN
EVALUATING THE CONTINUING OPERATIONS SIDE OF NORTHWEST
MARINE THAT NORTHWEST MARINE HAD AN EXISTING USE AGREEMENT

WITH THE PORT?

A. THAT DIDN'T MEAN MUCH TO ME. N
Q. WHY WAS THAT?
A. I FIGURED ANYBODY COULD GET A USE AGREEMENT

WITH THE PORT.

Q. AND WHY DO YOU SAY THAT, OR WHY DID YOU BELIEVE
THAT BACK THEN?

A. WELL, THE PORT --

Q. WAS IT SOMETHING THAT THE PORT --

S1018270
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THE PORT HAD ACTIVELY, FOR YEARS, SOLICITATED

ADDITIONAL PEOPLE TO OPERATE OUT OF THEIR YARD.

Q.

PRIOR TO FEBRUARY OF '89? NOT THAT THEY DID EVER, BUT HAD

THEY EVER?

PORTLAND A FEW TIMES AND LOOKED AT THE FACILITIES UP THERE.

BY MR. MINER:

0.

HAD THEY EVER SOLICITATED SOUTHWEST MARINE

MR. SCHWARTZ: PORT OF PORTLAND?

MR. MINER: PORT OF PORTLAND.

THE WITNESS: THEY MAY HAVE. TI'VE BEEN TO

YOU FELT, FROM THOSE DISCUSSIONS THAT YOU HAD

IN -- WHEN YOU LOOKED AT THE FACILITIES, THAT IT WAS

RELATIVELY EASY FOR A SHIP REPAIR CONTRACTOR TO ENTER INTO A

USE AGREEMENT WITH THE PORT?

A.

0.

TALKING ABOUT PORTLAND, P.S.R.Y.

ANYONE ELSE AT THE TIME TO ISSUE

YES.

DO YOU KNOW WHETHER THE PORT -- AGAIN WE WERE

GET A NEW CONTRACTOR IN PORTLAND AT THE TIME THAT YOU

COMPLETED THE STOCK BUY-OUT OF NORTHWEST MARINE?

A.

WERE OR NOT.

WERE THEY DOING THAT? I DON'T RNOW IF THEY

I ,KNOW FOR YEARS THEY RAN AROUND AND TRIED TO

-~ WAS NEGOTIATING WITH

THEM A USE AGREEMENT OR TO ,

22
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GET PEOPLE TO BE SHIP REPAIRERS OR SHIP BUILDERS IN THEIR

FACILITIES.

Q.

WERE THERE ANY OTHER OPTIONS THAT YOU

R R A R
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1 CONSIDE?ED IN ORDER TO GAIN ENTRY INTO P.S.R.Y. OTHER THAN
2 THE STOCK PURCHASE OF NORTHWEST MARINE?
3 A. YES. I WOULD HAVE BOUGHT THE ASSETS. I WOULD
4 HAVE BOUGHT NORTHWEST MARINE'S -- ALL OF THEIR ASSETS FROM
5 THE BANKRUPTCY COURT, WALKED DOWN TO THE PORT AND SAID HERE
6 I AM. I WANT A NEW USE AGREEMENT.
7 Q. AND HAD YOU DONE -- HAD YOU UNDERTAKEN WHAT YOU
8 THOUGHT WAS A LIQUIDATION ANALYSIS TO SEE WHAT YOU WOULD
9 HAVE HAD TO PAY TO BUY IN A BANKRUPTCY COURT --
B 10 A, I DID SOME PRELIMINARY REVIEWS AT IT AND I
% 11 THINK I WOULD HAVE SAVED A LOT OF MONEY. |
% 12 Q. DO YOU KNOW WHETHER YOU STILL HAVE THOSE -- ARE
é 13 THEY IN WRITTEN FORM?
2 14 A. NO.
E
15 Q. DID YOU SHARE THOSE WITH THE PORT? }
. 16 A. I TOLD -- WHAT'S THAT GUY'S NAME WHO IS THE %
i §
% 17 PORT DIRECTOR? g
; 18 MR. RANDLES: ROBERT WOODELL? ’ g
19 MR. MINER: WOODELL? ;
20 THE WITNESS: WOODELL, YEAH, IF I WAS NOT TO
21 PUT A SUCCESSFUL DEAL TOGETHER TO ACQUIRE NORTHWEST MARINE'S g
22 STOCK, THAT I WOULD BUY THE COMPANY OUT OF BANKRUPTCY g
23 DIRECTLY FROM THE RECEIVER. BECAUSE IT WAS GOING INTO g
24 BANKRUPTCY. THERE WAS NO QUESTION. %
25 /17 E
| |
?" i
—
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BY MR.:MINER:

'Q. AND YOU WOULD HAVE DONE THAT -- IT SOUNDS LIKE
YOU WERE ABSOLUTELY CONVINCED AT THE TIME THAT YOU WOULD
HAVE DONE THAT, IN SPITE OF WHAT YOU HAD FOUND OUT ABOUT NOT

BEING ABLE TO GET THE EXISTING NAVY --

A. YEAH, I WOULD HAVE. NO QUESTION.

Q. —- CONTRACTS AND THE EXISTING LONG-TERM
CUNARD --

A. YEP.

MR. RANDLES: WELL, I OBJECT. THERE'S NO
TESTIMONY -- HE DIDN'T TESTIFY THAT THAT LONG-TERM
RELATIONSHIP MIGHT NOT HAVE BEEN TRANSFERRED TO HIM IF HE
HAD GOT THE RIGHT EMPLOYEES. HE JUST SAID THE EXISTING NAVY
CONTRACT BIDS WOULD HAVE BEEN VOIDED.
THE WITNESS: I PAID A PREMIUM FOR CONTINUITY.
BY MR. MINER:
Q. I THINK YOU'RE RIGHT. ALL YOU SAID ABOUT
CUNARD WAS, AS I RECALL AND CORRECT ME IF I'M WRONG, THAT
YOU DIDN'T EXPLORE WITH CUNARD WHETHER OR NOT THAT LONG-TERM
DEAL THAT WAS JUST PUT TOGETHER WITH NORTHWEST MARINE COULD
EASILY BE TRANSFERRED TO SOUTHWEST MARINE.
A. I DID NOT EXPLORE THAT, THAT'S CORRECT.
Q. DO YOU KNOW WHAT IT WAS ABOUT THAT LONG-TERM
RELATIONSHIP THAT -~ WHAT WAS IT ABOUT NORTHWEST MARINE THAT

CAUSED CUNARD TO ENTER INTO THAT LONG-TERM RELATIONSHIP?
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1 A. I THINK PROBABLY THAT THEY FELT THAT NORTHWEST
2 MARINE WAS THE LEADING SHIP REPAIRER IN THE PORT OF PORTLAND
3 AND HAD THE GREATEST MANAGEMENT DEPTH AND NECESSARY
4 EQUIPMENT TO DO THE WORK.
5 0. WHAT ABOUT NORTHWEST MARINE'S TANKER BUSINESS,
6 PRINCIPALLY WITH THE WELL KNOWN OIL COMPANIES, WERE THOSE --
7 WERE ANY EXISTING CONTRACTS THAT NORTHWEST MARINE HAD, DID
8 YOU EXPLORE WHETHER THOSE WERE TRANSFERABLE TO YOUR COMPANY?
9 MR. SCHWARTZ: ASKED AND ANSWERED.
10 THE WITNESS: I DON'T THINK THEY HAD ANY.
11 " MR. MINER: I'M SORRY, I DIDN'T ASK ABOUT THE
12 TANKER CONTRACTS.
13 THE WITNESS: I DON'T KNOW OF ANY CONTRACTS
P14 | THAT WERE TRANSFERRED. I DON'T KNOW OF ANY CONTRACTS THAT
E 15 WERE IN EXISTENCE. THE ONLY THING I STATED WAS THERE WAS A
;16 RELATIONSHIP —--
E 17 MR. SCHWARTZ: A RELATIONSHIP.
13 MR. MINER: A RELATIONSHIP? .
E 19 THE WITNESS: -- A RELATIONSHIP WITH WEST COAST
20 SHIPPING.
21 BY MR. MINER:
22 0. IN YOUR ANALYSIS THAT YOU DID, IF A BANKRUPTCY

3 LIQUIDATION HAD OCCURRED, THEN DID YOU CONCLUDE THAT ANY
<4 TANKER WORK THAT NORTHWEST MARINE HAD WOULD NOT HAVE BEEN

TRANSFERRED TO SOUTHWEST MARINE?

S1018274
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A. NO, I DID NOT.

Q. DID YOUR COMPANY, AS OF, LET'S SAY, BEFORE THE
LETTER OF INTENT WAS ENTERED INTO IN FEBRUARY OF '89 WITH
NORTHWEST MARINE, DID YOUR COMPANY HAVE A HISTORY OF
PERFORMING SHIP REPAIR WORK FOR THE OIL COMPANIES?

A. WE HAVE DONE SOME WORK FOR THE OIL COMPANIES
BUT MOST OF THE OIL COMPANY WORK IS DONE IN THE PORT OF
PORTLAND.

Q. WHEN YOU SAID THAT SOUTHWEST MARINE'S FIVE-YEAR
PLAN ADVOCATED A SHIFTING FROM 90 PERCENT RELIANCE ON
GOVERNMENT WORK TO 50/50 GOVERNMENT AND COMMERCIAL, WHAT
PORTION OF THE COMMERCIAL WORK WAS TANKER, CRUISE SHIP?

WAS IT BROKEN DOWN BY PARTS LIKE THAT OR WAS

SOUTHWEST MARINE JUST TRYING TO GET MORE COMMERCIAL WORK ON
A GENERAL BASIS?

A. MORE ON A GENERAL BASIS.

Q. DID NORTHWEST MARINE REPRESENT TO SOUTHWEST
MARINE OPPORTUNITIES THAT SOUTHWEST WOULD HAVE IF IT BOUGHT
NORTHWEST STOCK, WHAT OPPORTUNITIES IT WOULD HAVE TO GAIN
MORE WORK IN THE COMMERCIAL AREA?

A. REPEAT THE QUESTION.

Q. DID NORTHWEST -- DID BILL ZAVIN OR ANYONE FROM
NORTHWEST MARINE INDICATE TO YOU WHAT OPPORTUNITIES, WHAT
NEW OPPORTUNITIES, SOUTHWEST MARINE WOULD HAVE TO DO

COMMERCIAL WORK, TO INCREASE ITS COMMERCIAL WORK, IF IT

S
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EITHER:BOUGHT THE STOCK OR BOUGHT THE ASSETS OF NORTHWEST
MARINE?

A. BILL ZAVIN ALLUDED TO THE FACT THAT THERE'S
OBVIOUSLY A LOT OF COMMERCIAL WORK GOING THROUGH THE PORT OF
PORTLAND, WHICH I ALREADY KNEW.

Q. WHY -- DID LOOK AT WHETHER OR NOT THAT
COMMERCIAL WORK -- YOUR COMPANY, SOUTHWEST MARINE, COULD
HAVE GOTTEN THAT COMMERCIAL WORK IF NORTHWEST MARINE HAD

CEASED TO DO BUSINESS?

A. IT COULD NOT HAVE. MY COMPANY, SOUTHWEST
MARINE?

Q. RIGHT.

A. NO. '"CAUSE A LOT OF THAT COMMERCIAL WORK WAS

BASED UPON THE FACILITIES AT THE SHIPYARD, NAMELY THE BIG
DRY DOCKS.

Q. WAS IT BASED ON ANYTHING MORE THAN JUST THAT
DRY DOCK NUMBER 4, WHICH IS THE LARGEST ONE?

WAS IT JUST THAT DRY DOCK AND THE FACT THAT IT

WAS IN PORTLAND, NUMBER 4, THAT YOU'RE TALKING ABOUT WHEN
YOU SAY IT WAS BASED ON THE LARGE DRY DOCKS?

A. WELL, THAT'S THE PRIMARY MOTIVATING FACTOR TO
BRING THE OIL COMPANIES TO PORTLAND.

Q. WHAT WAS THE FIRST YEAR OF THAT FIVE-YEAR PLAN
THAT YOU WERE TALKING ABOUT? WHEN DID IT RUN; FROM WHEN TO

WHEN?
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A. OH, I STARTED TO LOOK AT IT ABOUT FOUR YEARS

AGO. I WAS AWARE THAT I EXPECTED THAT THERE WAS GOING TO BE

DECREASES IN MILITARY SPENDING AND --

Q. SO IT WAS A FIVE-YEAR PLAN THAT RAN, SAY, '87
TO '927?

A. YEAH. WE SORT OF RIDE A ROLLING FIVE-YEAR
PLAN.

Q. YOUR ANALYSIS OF NORTHWEST MARINE AS A

CONTINUING OPERATION, AS A GOING BUSINESS CONCERN, OTHER
THAN THE TANKERS GOING TO PORTLAND BECAUSE OF THE LARGER DRY
DOCKS, WERE THERE ANY OTHER SHIPOWNERS THAT YOU CONCLUDED
WOULD CONTINUE TO USE PORTLAND SHIP REPAIR YARD FACILITY IN
THE EVENT THAT NORTHWEST MARINE WENT OUT OF BUSINESS.

MR. RANDLES: I OBJECT. I DON'T UNDERSTAND.
YOU PUT TOGETHER TWO THOUGHTS. THERE'S NO CAUSE AND EFFECT

THERE, GREG. I DON'T --

BY MR. MINER:

Q. DID YOU DO ANY ANALYSIS OF WHETHER WEST COAST .

ig
;

?

o

SHIPPING WOULD CONTINUE TO USE PORTLAND SHIP REPAIR YARD IF

o o

Lo
ERRASS

NORTHWEST MARINE WENT OUT OF BUSINESSES?

A. THEY'D HAVE TO. THEY HAVE BIG TANKERS. :
Q. SO THEY ALSO WOULD HAVE USED THE BIG DRY DOCKS g

THERE? E
A. YEAH. %
Q. AND DID YOU LOOK AT WHETHER THE CRUISE SHIP

T el CRZEE e v g
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LINES,‘LIKE HOLLAND AMERICA AND CUNARD, WOULD HAVE CONTINUED

TO BRING THEIR SHIPS IN PORTLAND EVEN IF NORTHWEST MARINE

HAD GONE OUT OF BUSINESS? i

L , oy
BN B PV

A. NO.

B e

Q. IS THAT -- IS IT A FACTOR, THE SHIP -- THE

LARGE DRY DOCKS IN PORTLAND, IS THAT A FACTOR AS TO WHY THE

RIESRT £ R

CRUISE SHIP LINES USE PORTLAND SHIP REPAIR YARD?

A. I'M SURE THAT THAT'S A FACTOR, AND PLUS THE 5

5.

FACT THAT PORTLAND HAS A, PROBABLY, 1,500 TO 2,000 SHIPYARD

WORKERS AVAILABLE.

T T e gl s

Q. HAVE THE LABOR COSTS HISTORICALLY BEEN LOWER IN

PORTLAND, WHEN YOU'RE TALKING ABOUT THE LABOR WORK FORCE,

g AV

THAN IN SAN DIEGO?

$ 4z

A. NO.

Q. HAVE THE LABOR RATES HISTORICALLY BEEN, AS BID

Tk R SV S

BY CONTRACTORS IN PORTLAND, HAVE THEY BEEN HISTORICALLY

LOWER THAN AS BID IN SAN DIEGO SHIPYARDS? %
L4 g
A. NO. %
;
Q. HOW DO THEY COMPARE WITH EACH OTHER? YOU'RE A
SAYING THAT THEY'RE COMPARABLE? é
§
A. YOU TALKING ABOUT BID RATE, RECOVERY RATE OR ¢
TALK ABOUT COST RATE --
Q. LET'S TALK ABOUT BID RATE.
A. —-- OR WHAT?
Q. I'M SORRY. LET'S TALK ABOUT BID RATE, BID RATE
¢
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FOR LABOR,'AND LET'S TALK ABOUT IT WITHOUT OVERHEAD.
A. WITHOUT OVERHEAD. THE LABOR RATE -- THE BID
RATE FOR LABOR WITHOUT OVERHEAD IS HISTORICALLY HIGHER IN
PORTLAND THAN SAN DIEGO.
Q. AND CAN YOU GIVE ME A RANGE OF HOW MUCH HIGHER
IT WOULD BE, EITHER AS A PERCENTAGE OR USING A DOLLAR RANGE?
MR. RANDLES: PER MAN HOUR?
THE WITNESS: PER MAN HOUR?
MR. MINER: PER MAN HOUR.
THE WITNESS: MAYBE $3.
BY MR. MINER:
Q. AND FOR HOW LONG A PERIOD OF TIME DO YOU THINK

IT'S BEEN THAT WAY, $3 HIGHER?

A. IT'S BEEN THAT WAY FOREVER.

Q. WHAT ABOUT THE BID RATE FOR LABOR WITH OVERHEAD
INCLUDED?

A. OH, I CAN'T COMMENT ON THAT BECAUSE I REALLY

DON'T KNOW. EACH COMPANY HAS GOT THEIR OWN OVERHEAD
STRUCTURE, THEIR OWN DEBT, THEIR OWN CAPITAL AND THEIR OWN
DEPRECIATION SCHEDULES.

Q. DOESN'T SOUTHWEST MARINE, THOUGH, HAVE A LOWER
OVERHEAD THAN THE SHIP REPAIR CONTRACTORS IN PORTLAND
BECAUSE SOUTHWEST DOESN'T HAVE TO PAY A SHIPYARD FACILITY
LIKE THE PORTLAND CONTRACTORS DO?

A. SAY THAT AGAIN. I DON'T UNDERSTAND.

ks
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1 Q. DOESN'T SOUTHWEST MARINE -- | ;
2 |A. WHEN YOU'RE SAYING "SOUTHWEST", YOU'RE SAYING ;
3 SAN DIEGO? YOU GOT TO IDENTIFY WHICH LOCATION YOU'RE fﬂ
4 TALKING ABOUT. ~{
5 Q. I'M SORRY. DOES THE SAN DIEGO LOCATION, THEN,
6 HAVE A LOWER OVERHEAD BECAUSE YOU'RE NOT PAYING A PORT 3
7 FACILITY, LIKE THE REPAIR CONTRACTORS UP IN PORTLAND ARE i@
E 8 PAYING THE PORT OF PORTLAND? 1
; 9 A. IT DEPENDS UPON THE NUMBER OF MAN-HOURS I PUT ﬁ
3 10 " THROUGH SAN DIEGO ON A YEARLY BASIS. I HAVE A FIXED COST '
? 11 WHICH CAN BE SPREAD OUT OVER THE HOURS. IF I DO ENOUGH
i 12 HOURS, MY RATES CAN DROP SUBSTANTIALLY BELOW PORTLAND. IF I
: 13 DON'T MAKE MY BUDGET IN HOURS, THEN MY RATES ARE GOING TO BE
; 14 SUBSTANTIALLY ABOVE PORTLAND.
| 15 Q. IS IT DIFFERENT IN YOUR OTHER YARDS,
16 SAN FRANCISCO YARD AND YOUR OTHER YARDS, FROM WHAT -- FROM
% 17 THE ANSWER YOU JUST GAVE AS TO SAN DIEGO?
r 18 A. SAN DIEGO IS THE MOST EXTREME BECAUSE OF THE ,
é 19 INVESTED CAPITAL IN SAN DIEGO.
ﬂ 20 Q. IS THAT THE LARGEST OF YOUR SHIPYARDS?
21 A. IT DOES THE MOST VOLUME, YEAH; PHYSICALLY THE
22 LARGEST, NO.
23 Q. OVER THE YEARS, I TAKE IT THAT YOUR COMPANY HAS
24 BEEN SUCCESSFUL IN OBTAINING COMMERCIAL WORK -- SUCCESSFUL,
25 OF COURSE, IS A MATTER OF DEGREE -- BUT HAS BEEN SUCCESSFUL

51018280
NWMAR135724



o o .

IN GETTING SOME COMMERCIAL WORK BROUGHT DOWN TO YOUR

SHIPYARD RATHER THAN IT GOING TO PORTLAND. 1IN OTHER WORDS,

YOU'VE OUTBID SOME OF THE PORTLAND SHIP REPAIR CONTRACTORS'

RN

COMMERCIAL WORK.
MR. RANDLES: THIS IS BEFORE NORTHWEST?
MR; MINER: YEAH, BEFORE --
THE WITNESS: ON OCCASION, WE HAVE, YEAH.

BY MR. MINER:

Q. WHY DO YOU THINK YOU WERE ABLE TO DO THAT ON

A e e AR et i e D

THOSE OCCASIONS?

"A. WELL, A LOT OF THE REASONS WHY A SHIPOWNER, A

* PRIVATE SHIPOWNER, PLACES HIS SHIP IN A FACILITY IS MAYBE
IT'S WHERE HE IS DISCHARGING OR LOADING CARGO. WE MAY NOT
NECESSARILY HAVE BEEN THE LOW BIDDER, BUT BECAUSE OF THE "

CARGO DISCHARGE, IF IT'S IN L.A. AND HE HAS ANOTHER PICKRUP

IN THIS AREA, IT MAY MAKE SENSE FOR HIM TO HAVE THE WORK %
DONE IN SOUTHERN CALIFORNIA. %
Q. IT HASN'T BEEN PRICE, THEN, TO YOUR : ;
RECOLLECTION? \
A. WELL, ON THE PRIVATE SIDE -- ﬁ
Q. PURELY? g
A. MOST THE TIME IT'S NOT A PUBLIC BID OPENING. \

YOU SUBMIT A PRICE, THEY DISCUSS IT, AND THEY TALK ABOUT IT,

AND THEY AWARD A CONTRACT. i

Q. AND CONSISTENT WITH YOUR ANSWER JUST A MINUTE

2 Batui i v -
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AGO, THEN, IT MAY NOT BE PRICE AND THE LOWEST PRICE MAY NOT

BE THE DRIVING FACTOR AS TO WHY A CONTRACT IS AWARDED AS TO :

COMMERCIAL WORK?

A. IT'S -- AS I SAY, IT COULD BE PRICE; IT MAY NOT b

SOEPON )

BE. THEY CERTAINLY DON'T HAVE ANY PROCUREMENT RULES LIKE
THE GOVERNMENT HAS.

Q. HOW FAMILIAR ARE YOU -- LET'S GO BACK TO o
FEBRUARY OF '89, DECEMBER OF '88, FEBRUARY OF '89 TIME .
FRAME. HOW FAMILIAR WERE YOU AT THAT TIME WITH THE BUSINESS ‘;
OF WEST STATES, INC.? 4

WHAT DID YOU KNOW ABOUT THEIR OPERATIONS AND i
THEIR BUSINESS?

A. I KNEW THAT THEY WERE ONE OF THE THREE SHIP
REPAIR FIRMS OPERATING IN THE PORT OF PORTLAND; AND, AS I 3%
UNDERSTOOD, THEY WERE SPINOFFS OF THE BREAKUP OF DILLINGHAM,
I THINK,:OR WILLAMETTE OR SOMEBCDY THAT WAS OPERATING UP
THERE.

Q. WAS ONE OF THE OPTIONS YOU CONSIDERED, OTHER
THAN THE STOCK BUY-OUT OF NORTHWEST MARINE, A PURCHASE OF

SOME SORT OF WEST STATE AND CASCADE GENERAL?

A. WHAT DO YOU MEAN?

* At

X

Q. DID YOU CONSIDER, IN THE DECEMBER,

adee T g

NOVEMBER/DECEMBER, '88 TIME FRAME, BEFORE THE LETTER OF

Tk

- INTENT WAS SIGNED WITH NORTHWEST MARINE, DID YOU CONSIDER

it 2 heu e

TRYING TO PUT TOGETHER A DEAL WHERE THERE WOULD BE COMMON

<R

- AR
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OWNERSHIP OF NORTHWEST MARINE, CASCADE GENERAL AND WEST
STATE AND YOU WOULD BE AT LEAST ONE OF THE OWNERS?
A. NO.

Q. THAT WAS -- OWNING OR HAVING A COMMON OWNERSHIP

FOR ALL THREE COMPANIES, THEN, WHETHER THAT WAS UNDER THE
GUISE OF NORTHWEST MARINE OR SOME OTHER NAME, WAS NOT
SOMETHING THAT YOU EVER EXPLORED PRIOR TO ENTERING INTO THE
LETTER OF INTENT WITH NORTHWEST MARINE?

A.  ME PERSONALLY? NO.

Q. WERE YOU PART OF A GROUP OF INVESTORS THAT

CONSIDERED THAT?

A. NO.

Q. THE REASON I BRING THAT UP IS BILL ZAVIN
TESTIFIED, IN A DEPOSITION THAT HE GAVE LAST YEAR, THAT
THEERE WERE TWO OPTIONS THAT WERE BEING CONSIDERED, ANﬁ HE
DIDN'T DIDN'T SAY WHICH ONE CAME UP FIRST, BUT ONE OF THEM
WAS ULTIMATELY WHAT HAPPENED, THE SOUTHWEST PURCHASE OF
NORTHWEST STOCK; AND THE OTHER WAS -- HE REFERRED TO IT AS A ,
COMMON OWNERSHIP OF ALL THREE SHIP REPAIR CONTRACTORS IN
PORTLAND, NORTHWEST, CASCADE AND WEST STATE.

MR. SCHWARTZ: I BELIEVE MR. ENGLE TESTIFIED
THAT HE HAS NO KNOWLEDGE OF THIS.
MR. RANDLES: PLUS, I OBJECT TO THE QUESTION

"CAUSE I DON'T THINK YOU'VE ADEQUATELY CHARACTERIZED WHAT

MR. ZAVIN'S DEPOSITION WAS.
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MR. MINER: WELL, TELL ME HOW I HAVEN'T AND

2 MAYBE I CAN TRIGGER SOMETHING HERE THAT WILL.

3 MR. RANDLES: I DON'T WANT TO TRIGGER ANYTHING.
4 I DON'T THINK ~-- I DON'T THINK HE STATED THAT.

5 I DO THINK HE TESTIFIED THAT THERE HAD -- HE

6 HAD MADE SOME PRELIMINARY FEELERS TO EITHER CASCADE OR

7 W.S.I. ABOUT POSSIBLE PURCHASES, AND THAT MAYBE AT A

8 PARTICULAR VOLUME LEVEL THE DEAL COULD HAVE BEEN

9 RESTRUCTURED SO THAT SOUTHWEST ASSUMED ALL DEBT. I DON'T

Y THINK HE MENTIONED ANYTHING ABOUT THIS COMMON OWNERSHIP, AND
11 I DON'T THINK HE -- IN FACT, I THINK HE WENT OUT OF HIS WAY
i2 TO SAY THERE WAS NEVER AN ANTICIPATION, WITH SOUTHWEST
13 COMING IN, THAT THERE WOULD BE ONE CONTRACTOR AT THE PORT OF
14 PORTLAND. I THINK HE TESTIFIED --
15 MR. MINER: 1I'M SORRY, I DIDN'T SAY ONE
ig CONTRACTOR.
17 MR. RANDLES: I MEAN, THAT'S --
ig BY MR. MINER: .
19 Q. I WONDERED WHETHER THAT WAS SOMETHING YOU EVER
<0 CONSIDERED, WHETHER KEEPING THOSE THREE COMPANIES IN PLACE,
21 IN OTHER WORDS, KEEPING THEM AS OPERATING ENTITIES, AT
22 PORTLAND SHIP REPAIR YARD BUT TRYING TO STRUCTURE A DEAL
23 WHERE THERE WOULD BE COMMON OWNERSHIP WITH YOU INVOLVED AS
24 ONE OF THE OWNERS OF THE THREE. AND YOU'RE SAYING THAT'S
25 SOMETHING YOU NEVER CONSIDERED?

T
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A. I NEVER CONSIDERED AND NEVER HEARD ABOUT IT.
Q. WHAT WAS, TO YOUR KNOWLEDGE, WHAT WAS WEST
STATES' REPUTATION BACK IN THAT DECEMBER, '88/FEBRUARY, '89

TIME FRAME AS FAR AS THE TYPE OF WORK THAT THEY DID?

A. I HAVE NO KNOWLEDGE OF THEIR REPUTATION IN THAT

TIME FRAME.
Q. WHAT ABOUT SINCE THEN? %
A. I UNDERSTAND THEY DO REASONABLY GOOD WORK. ;

THEY'VE MANAGED TO GROW AND MANAGED TO BEAT THE HELL OUT OF

NORTHWEST MARINE ON A LOT OF BIDS.

Q. DO YOU KNOW WHETHER WEST STATES HAS THE

CAPACITY TO DO NAVY WORK?

A. THEY DON'T HAVE A MASTER SHIP REPAIR CONTRACT. ;

BY DEFINITION YOU HAVE TO HAVE A MASTER SHIP REPAIR CONTRACT é
TO BE CONSIDERED FOR NAVY WORK. ;
Q. WHAT DOES THAT ENTAIL? IS THAT SOMETHING WHERE >§

:

THE NAVY CERTIFIES --

A. YES.
Q. -- YOU TO BE ONE OF THEIR CONTRACTORS? :
A. YES. B

MR. RANDLES: GREG, I'M SORRY. YOU'RE TALKING A
ABOUT NAVY COMBATANT WORK?

THE WITNESS: ANY NAVY WORK.
BY MR. MINER:

Q. IS THAT A DISTINCTION YOU MADE OR --

S1018285
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A NO. ANY NAVY WORK. i%

Q. HOW LONG HAS THAT BEEN THE CASE, THAT YOU 4;
NEEDED THAT MASTER SHIP REPATIR CONTRACT -- 22

A. I DON'T KNOW. §

Q. -- BEFORE YOU'D BE CONSIDERED TO BE A QUALIFIED ?
BIDDER? THAT'S WHAT I UNDERSTAND -—- :%

A, I DON'T KNOW. MAYBY 40 YEARS, 50 YEARS. %

Q. ARE THERE ANY -- TO YOUR RNOWLEDGE, ARE THERE %
ANY -—- IS THERE ANY COMMERCIAL WORK THAT WEST STATE IS NOT

QUALIFIED TO DO OR HASN'T BEEN SINCE YOU TOOK —-- SINCE YOU
BOUGHT OUT NORTHWEST MARINE STOCK? |

MR. RANDLES: OBJECTION. YOU MEAN "QUALIFIED"
IN TERMS OF FINANCIAL BONDING OR JUST THEIR ABILITY TO DO
THE WORK?

MR. MINER: LET'S JUST TALK ABOUT THEIR ABILITY
AS FAR AS CAPABILITY.

MR. SCHWARTZ: THAT'S ASKING THE WITNESS TO
SPECULATE. .

THE WITNESS: TBAT'S EXACTLY RIGHT. 1I'D BAVE

TO SPECULATE. I DON'T KNOW THE ANSWER TO THAT.
BY MR. MINER: %

Q. IS THERE ANY OTHER KIND OF WORK THAT YOU
BELIEVE WEST STATE NEEDS TO QUALIFY FOR THROUGH SOME i
CONTRACTUAL ARRANGEMENT OR THROUGH SOME SPECIAL CAPABILITY 5

OF ITS MANAGEMENT, OF ITS STAFF, THAT IT HASN'T YET

T N

I
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QUALIFIED TO DO?

'A. I UNDERSTAND THERE'S JOBS REQUIRED IN BONDING.
NOW I DON'T KNOW &HAT MUCH ABOUT WEST STATES' FINANCIAL
CAPABILITIES, BUT I DO KNOW IF YOU BID ON THE ALASKAN FERRY
SYSTEM, YOU GOT TO PUT UP A BOND.

Q. HAD SOUTHWEST EVER WORKED ON ANY ALASKAN FERRY

JOBS BEFORE IT BOUGHT NORTHWEST STOCK?

A. I THINK WE DID AT ONE TIME. I THINK THEY
BROUGHT ONE ONCE DOWN TO SAN- -- DOWN TO LOS ANGELES.
Q. DID YOU ACT ~- DID SOUTHWEST, AGAIN BEFORE THE

STOCK BUY-OUT, ACTIVELY PURSUE THAT KIND OF WORK?

MR. RANDLES: FERRY WORK?

MR. MINER: THE ALASKA FERRY WORK.

THE WITNESS: WE'RE IN THE BUSINESS OF PURSUING
ANYTHING THAT FLOATS. SO IF WE HAD WIND OF IT AND WE GOT AN
OPPORTUNITY TO BID ON IT, WE WERE THERE.
BY MR. MINER:

Q. WAS NORTHWEST MARINE'S BONDING AN ASPECT OF THE

STOCK BUY-OUT THAT WAS ATTRACTIVE TO SOUTHWEST MARINE, OR
DIDN'T THAT FIGURE INTO YOUR ANALYSIS OF THEIR GOING
OPERATION -- THEIR EXISTING OPERATION?

MR. SCHWARTZ: NORTHWEST MARINE'S BONDING
CAPABILITIES?

MR. MINER: CAPACITY.

THE WITNESS: I DON'T THINK NORTHWEST MARINE

P, R
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HAD A BONDING CAPACITY.
BY MR. MINER:

Q. WELL, AS I UNDERSTAND IT, NORTHWEST MARINE HAD

gon i

WORKED ON ALASKAN FERRY JOBS, HAD DONE ALASKAN FERRY SHIP
REPAIR.
MR. RANDLES: 1IN YEARS PAST?

MR. MINER: 1IN YEARS PAST.

SN St e kS
T A s .

THE WITNESS: THEY MAY HAVE. I DON'T KNOW

B g
D Ligts
el

ANYTHING ABOUT 1IT. i

S e

LT A

BY MR. MINER:

-
e

Q. BUT YOUR RECOLLECTION IS, REACHING BACK A

(0

COUPLE OF YEARS, IS THAT THEY DIDN'T HAVE THE BONDING

CAPACITY AT THE TIME?

2% AV E RIS, = T
i sl e TRy T

A. I DON'T KNOW IF THEY DID OR THEY DIDN'T. 1I'M

SURE THEY DID NOT HAVE THE BONDING CAPACITY WHEN I STARTED ;
TO LOOK AT THE COMPANY IN DECEMBER OF 1988. %
Q. LET'S GO EACK FOR A MINUTE TO THE BID RATES

THAT WE WERE TALKING ABOUT AND WE WERE COMPARING PORTLAND . %
AND SAN DIEGO, LABOR RATES WITHOUT OVERHEAD, AND YOU SAID -
THAT, AS I UNDERSTAND IT, THAT HISTORICALLY THERE WAS ABOUT
A THREE DOLLAR DIFFERENCE. o
WERE YOU TALKING ABOUT ACROSS-THE-BOARD i

GOVERNMENT AND COMMERCIAL WORK, OR WERE YOU JUST THINKING OF i

aiad

ONE SPECIFIC KIND OF WORK?

A. NO, I'M THINKING -- YOU ASKED THE QUESTION --

.&m SR e
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THE QUESTION WAS WITH REGARD TO DIRECT LABOR. AND DIRECT
LABOR fS WHETHER THEY'RE WORKING ON A COMMERCIAL JOB OR A
GOVERNMENT JOB, IT'S THE SAME PEOPLE.

Q. THE GOVERNMENT PUBLISHES THE SUCCESSFUL BID

RATE FOR DIRECT LABOR ON CONTRACTS THAT IT AWARDS, DOESN'T

IT?

A. IT DOES? NOT TO MY KNOWLEDGE.

Q. I THOUGHT THAT THE GOVERNMENT HAD A COMMERCIAL
PUBLICATION WHERE THAT -- WHERE THE SUCCESSFUL BID RATE FOR

LABOR WAS PUBLISHED.
A. NOT TO MY KNOWLEDGE. IF YOU BID A LABOR-ONLY
CONTRACT, THEY MAY, BUT I'M NOT IN THAT BUSINESS. i
Q. DO THE DIRECT LABOR RATES THAT ARE BID ON
GOVERNMENT JOBS INFLUENCE WHAT DIRECT LABOR RATES ARE USED
FOR COMMERCIAL?
A. NO.
MR. RANDLES: EXCUSE ME, GREG. WHAT DO YOU
MEAN "INFLUENCE"?
MR. MINER: WELL --
MR. RANDLES: YOU KNOW, I THOUGHT HE TESTIFIED
THEY WERE THE SAME, IT DIDN'T MAKE ANY DIFFERENCE IF YOU'RE
IN THE COMMERCIAL ARENA OR IF YOU'RE TALKING ABOUT --
WHETHER IT'S A GOVERNMENT JOB, WHETHER IT'S A COMMERCIAL

JOB, IT'S JUST WHAT YOU PAID THE WORKER DIRECTLY.

/77
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BY MR. MINER:

Q. YOU DON'T HAVE A SEPARATE OR DIFFERENT WAY OF
CALCULATING WHAT YOUR DIRECT LABOR RATE YOU'RE GOING TO BID
Is? n

A. NO.

Q. ARE THE PREMIUM RATES FOR LABOR ANY HIGHER IN
PORTLAND AS COMPARED TO SAN DIEGO? LET'S TALK ABOUT AS BID.

A. YOU TALKING ABOUT PREMIUM, WHAT WE CALL TIME
AND A HALF OR DOUBLE TIME?

Q. OVERTIME, THAT'S RIGHT.

MR. SCHWARTZ: DON'T SPECULATE IF YOU'RE NOT
SURE.

THE WITNESS: I THINK IT'S THE SAME.
BY MR. MINER:

Q. AGAIN, I'M GOING BACK, JUST TO PUT THIS IN
CONTEXT, I'M GOING BACK. WE WERE TALKING ABOUT THE THREE

DOLLAR DIFFERENTIAL.

A. IT'S A BALLPARK FIGURE.
Q. I'M JUST --
A. MAKE SURE OF THAT. 1I'M NOT HERE WITH LABOR

STATISTICS CHARTS.

Q. I UNDERSTAND.
A. AND I THINK IT'S ABOUT THE SAME, THE OVERTIME.
Q. YOU THINK IT'S ABOUT A THREE DOLLAR DIFFERENCE

BETWEEN SAN DIEGO AND PORTLAND IN DIRECT LABOR RATES?
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A. RIGHT.

Q. BY THE HOUR?

A. BY THE HOUR. ;
Q. WHAT DO YOU THINK IS THE REASON FOR THAT R

DIFFERENTIAL IN RATES, OR REASONS?

A. THE WAGE RATE IS SLIGHTLY LOWER, DIRECT WAGE
RATE IS SLIGHTLY LOWER, IN SAN DIEGO THAN PORTLAND; AND THE
BENEFIT PACKAGES, BECAUSE WE DO THEM IN-HOUSE HERE, ARE
CHEAPER TO ADMINISTER THAN PAYING THE UNIONS IN PORTLAND.

Q. HAVE YOU HEARD PEOPLE SAY JUST THE OPPOSITE?

HAVE YOU HEARD PORTLAND REPAIR CONTRACTORS SAY

THAT DIRECT LABOR RATES ARE CONSIDERABLY LOWER IN PORTLAND
THAN SAN DIEGO?

A, I DON'T KNOW WHO THEY'VE SAID IT TO. THEY

DIDN'T SAY IT TO ME.

Q. BY 10 OR 20 PERCENT? HAVE YOU HEARD PEOPLE

TAKE THAT POSITION?

A. NO.

Q. OR SAY THAT'S BEEN THE CASE FOR 10 OR 20 YEARS?
A. NO.

Q. DO YOU -- LET ME ASK YOU THIS: ON GOVERNMENT

WORK, WHETHER THAT'S NAVY OR ANY OF THE OTHER GOVERNMENT

fi
AGENCIES, DO YOU BELIEVE THAT THE LOWER WAGE RATES IN bt

SAN DIEGO ARE A REASON WHY MORE GOVERNMENT WORK COMES TO

SAN DIEGO?
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A. A LOT OF THE REASON MORE GOVERNMENT WORK COMES
TO SAN DIEGO IS IT'S THE HOME OF THE NAVY.

Q. I SAW ENOUGH SIGNS ON THE WAY IN AND THE WAY
OouT OF HERE.

A. RIGHT. 90 PERCENT OF THE BID PACKAGES ARE

RESTRICTED TO SAN DIEGO.
Q. DID YOU LOOK AT WHETHER THE GOVERNMENT WORK

THAT WAS BEING DONE BY NORTHWEST MARINE AT PORTLAND, THE

WORK —-- LET'S TALK ABOUT THE WORK THAT NORTHWEST MARINE WAS

PREPARING TO BID ON -- WHETHER THAT WORK WOULD COME TO

SAN DIEGO INSTEAD OF PORTLAND IF NORTHWEST HAD GONE OUT OF

BUSINESS?

A. I WOULDN'T -- I DIDN'T KNOW WHERE IT WOULD HAVE

GONE. IT WAS COAST-WIDE BIDS. IT COULD HAVE GONE FROM

SEATTLE TO SAN FRANCISCO TO L.A. TO SAN DIEGO TO L.A. TO

Gl e B

SAN DIEGO.

A,

Q. WERE YOU AWARE, BACK IN LATE '88, SAY

e

NOVEMBER/DECEMBER OF '88, EARLY 1989, OF ANY SPECIFIC SHIP

Lk .4

REPATR CONTRACTORS WHO PLANNED ON STARTING IN. PORTLAND AS A

SHIP REPAIR CONTRACTOR, ENTERING INTO A USE AGREEMENT AND

Al

STARTING UP A BUSINESS THERE?

et e LA
kb S i

A. AM I AWARE OF ANYBODY?

0. YES. 43

A. NO. K
g

Q. DID YOU EVER CONSIDER A JOINT VENTURE WITH ANY

B8 Lo
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OTHER REPAIR CONTRACTOR IN THE UNITED STATES TO ENTER

INTO -- TO GET A USE AGREEMENT AND START DOING BUSINESS IN
PORTLAND?

A. NO.

Q. WHY WAS THAT?

A. BECAUSE I DIDN'T WANT TO GO THERE.

MR. RANDLES: WELL, EXCUSE ME.
BY MR. MINER:

Q. I THOUGHT YOU SAID THAT YOUR FIVE-YEAR PLAN,
SOUTHWEST MARINE'S FIVE-YEAR PLAN, WAS TO EXPAND COMMERCIAL
WORK IN ORDER TO HAVE IT MORE EVENLY BALANCED FROM
GOVERNMENT TO 50 PERCENT COMMERCIAL?

MR. SCHWARTZ: YOU DIDN'T WANT TO GO TO
PORTLAND OR YOU DIDN'T WANT TO GO INTO BUSINESS WITH SOME
THIRD PARTY?

THE WITNESS: I DIDN'T WANT TO GO INTO BUSINESS
WITH A THIRD PARTY.

MR. SCHWARTZ: YEAH. THAT CORRECTS YOUR
TESTIMONY.
BY MR. MINER:

Q. IF IT WAS AS EASY AS YOU INDICATED PREVIOUSLY
TO GET A USE AGREEMENT FROM THE.PORT OF PORTLAND, WHY WAS
IT, PRIOR TO THE NORTHWEST MARINE STOCK BUY-OUT, THAT YOU
HADN'T DONE THAT?

A. BECAUSE IT WAS THREE COMPANIES OPERATING THERE

Y
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o RYAEE .

1 AND I DIDN'T WANT TO BE THE FOURTH. :
2 0. DIDN'T YOU BELIEVE THAT YOU COULD COMPETE E
3 SUCCESSFULLY AGAINST THOSE THREE COMPANIES, THOUGH, IF YOU f
8 GOT A USE AGREEMENT AND STARTED UP YOUR OWN BUSINESS THERE? 4
5 A. IT WASN'T THE HIGHEST AND BEST USE OF MY ;;
6 CAPITAL AT THE TIME. fg
7 Q. WHY WAS THAT? ;f
8 - A. '"CAUSE I LOOKED AT THE MARKET AND THE MARKET fg
9 ALREADY HAD THREE PEOPLE IN IT AND, LIKE I SAID, THEY DIDN'T %é
10 NEED A FOURTH. ?ﬁ
11 0. DID -- AND YOU'RE TALKING HERE ABOUT PRE STOCK <{
12 BUY-OUT OF NORTHWEST MARINE'S STOCK? fé
13 a. THAT'S RIGHT. %
14 Q. WHEN YOU LOOKED AT THE MARKET UP THERE, AT THAT f
15 TIME WAS THERE OVER-CAPACITY; IN OTHER WORDS, WAS THERE TOO %
16 MUCH SHIP REPAIR CAPACITY AND NOT ENOUGH WORK FOR THOSE %
17 THREE CONTRACTORS? %
18 MR. RANDLES: YOU MEAN AT THE PORTLAND f
19 SHIPYARD -- a
20 MR. MINER: PORTLAND. WE'RE ONLY TALKING ABOUT ;
21 PORTLAND. -
22 MR. RANDLES: BUT YOU MEAN COULD THE FACILITY
23 HANDLE MORE? | ;
24 MR. MINER: NO, I'M NOT TALKING ABOUT WHETHER »
25 THE FACILITY ITSELF COULD HANDLE MORE. I'M TALKING ABOUT

S1018294
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THE LEVﬁL OF WORK THAT WAS DONE UP THERE.

BY MR. MINER:

Q. FROM YEAR TO YEAR THE BUSINESS =-
A. UH-HUH.
Q. -— THE SIZE OF THE PIE THAT WAS AVAILABLE TO

THE THREE CONTRACTORS UP THERE. YOU'VE SAID THAT YOU DIDN'T
WANT TO BECOME THE FOURTH, WASN'T THE BEST OR HIGHEST USE OF
SOUTHWEST MARINE'S CAPITAL.

IN THE ANALYSIS THAT YOU DID OF THE MARKET UP
THERE, AND IN DECIDING NOT.TO GO AFTER A USE AGREEMENT, WAS
IT YOUR CONCLUSION THAT THE THREE EXISTING SHIP REPAIR |
CONTRACTORS WERE UNDER-UTILIZED, THAT THERE WAS NOT ENOUGH
WORK FOR ALL THREE OF THEM?

MR. SCHWARTZ: TI'M GOING TO CAUTION YOU,
MR. ENGLE, NOT TO SPECULATE IF YOU DON'T KNOW THE SPECIFIC
ANSWER.

THE WITNESS: I DON'T KNOW THE ANSWER.

MR. RANDLES: I FURTHER OBJECT ON THE BASIS .
THERE'S NO FOUNDATION. ON WHAT BASIS? YOU'VE NOT GIVEN THE

MAN THE FACTS TO BASE A SPECULATIVE ANSWER ON.

BY MR. MINER:

.,
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Q. YOU LOOKED AT THE MARKET. I MEAN, YOU K
TESTIFIED -- f%
A. YEAH, I DID. I LOOKED AT THE MARKET AND I 3@
LOOKED AT HOW MUCH VOLUME WAS DONE THROUGH THERE. 5
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I GOT INTERESTED IN NORTHWEST BECAUSE THEY DID
HALF THE VOLUME, BECAUSE THEY GOT HALF THE VOLUME; AND
BECAUSE THEY WANTED TO SELL THEMSELVES TO US, I GOT
INTERESTED IN IT. PRIOR TO THAT I DID NOT KNOW NORTHWEST
MARINE'S FINANCIAL CAPABILITY AND I CERTAINLY DID NOT WANT
TO BE THE FOURTH PLAYER IN THE PIE.

Q. I'M NOT ASKING ABOUT WHAT YOU KNEW ABOUTiTHEIR

FINANCIAL CAPABILITY.

WAS IT YOUR BELIEF THAT THERE JUST WASN'T
ENOUGH BUSINESS UP THERE AT THE TIME?

MR. SCHWARTZ: TI'M GOING TO --

THE WITNESS: I TESTIFIED TO.THAT, I DON'T WANT
TO PUT MY CAPITAL UP THERE.

MR. RANDLES: I OBJECT ON THE FOUNDATION. HE'S
ALREADY SAID THAT HE COULDN'T SPECULATE.

BY MR. MINER:

Q. YOU'VE HEARD OF THE TERM "EFFECTIVE BID RATE"?
A. YEAH, I HAVE.

Q. CAN YOU TELL ME BRIEFLY WHAT THAT MEANS?

A. WELL, THE EFFECTIVE BID RATE IS YOU TAKE THE

BID AND SUBTRACT THE MATERIALS AND YOUR EXPENSES, THE
MATERIALS AND SUBCONTRACTORS, AND DIVIDE THE DOLLARS THAT
ARE LEFT OVER BY THE MAN-HOURS YOU ANTICIPATE TO COMPLETE
THE PROJECT.

Q. HAS THERE BEEN, TO YOUR KNOWLEDGE, A DIFFERENCE

ey, i 1
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BETWEE& PORTLAND AND SAN DIEGO HISTORICALLY IN THE EFFECTIVE
BID RATE ON JOBS?

MR. SCHWARTZ: AGAIN, IF YOU'RE NOT SURE OF THE
ANSWER, YOU DO NOT NEED TO SPECULATE. B

THE WITNESS: AND PORTLAND IS A BIG -- WHO IN
PORTLAND? THERE'S THREE PECPLE AND I HAVE NO IDEA WHAT N
THEIR RATES WERE.
BY MR. MINER:

Q. OTHER THAN -- LET ME ASK YOU SOMETHING ABOUT

KRR SICIUL DD L -

i
N

THE CRUISE SHIP LINES AND WHY THEY WOULD GO TO PORTLAND.

3
I THINK YOU INDICATED EARLIER THAT THE OWNERS ;%
DETERMINE THAT THEY'LL TAKE A SHIP TO A CERTAIN YARD BY 2§
WHERE THE SHIP IS PHYSICALLY LOCATED, WHETHER THEY'RE EITHER ;§
LOADING OR UNLOADING PASSENGERS. ;3
A. THAT'S A CONSIDERATION, I SAY. %
Q. A CONSIDERATION. f%
AND ANOTHER REASON AS TO WHY CRUISE SHIPOWNERS %§
MAY GO TO PORTLAND IS IF THEY NEED THE LARGER DRY DOCK? . i‘
A. YES. tﬁ‘
Q. IS THERE ANY OTHER REASON THAT YOU'RE AWARE OF :
WHY CRUISE SHIPOWNERS WOULD CONSIDER GOING TO PORTLAND,
OTHER THAN THOSE TWO REASONS, VERSUS BRINGING THEIR SHIP
DOWN HERE TO SAN DIEGO?
A. THEY HAVE -- NO. THE ONLY OTHER REASON, AS I
MENTIONED, THEY'VE GOT A LABOR FORCE THERE OF ABOUT 1,500 TO
ot
S1018297
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2,000 PEOPLE.

Q. DOESN'T THIS REPAIR SHIPYARD HAVE THE SAME KIND

OF LABOR FORCE AVAILABLE?

A. IT DOES, BUT I DON'T HAVE THE FACILITY TO GO
ALONG WITH IT. MY DRY DOCK HERE WILL NOT HANDLE 90 PERCENT

OF THOSE CRUISE SHIPS.

Q. AND IS THAT THE SAME WITH THE TANKERS --
A. YES.
Q. -- THAT THE DRY DOCKS --

BUT ONE OF YOUR OTHER YARDS, YOUR OTHER YARD IN

SAN FRANCISCO, AND THEN YOU YOU HAVE --

A, SAN FRANCISCO WOULD HANDLE MOST OF 'EM.

Q. SAN PEDRO HAS ONE, TOO?

A. YEAH, BUT IT'S SMALL.

Q. YOUR DRY DOCK'S -- SOUTHWEST MARINE'S DRY DOCK

CAPABILITY IN SAN FRANCISCO IS ON PAR WITH PORT OF PORTLAND,
OTHER THAN DRY DOCK 4 IN PORTLAND?

A. OTHER THAN DRY DOCK 4, YEAH.

Q. SO IT'S YOUR TESTIMONY THAT THE CRUISE SHIPS,
UNLESS THEY NEED DRY DOCK 4, AND THE TANKERS, UNLESS THEY
NEED DRY DOCK 4 IN PORTLAND, COULD BE REPAIRED OUT OF YOUR

SAN FRANCISCO YARD?

A. YES.
Q. WHY WAS IT NOT PART OF YOUR FIVE-YEAR BUSINESS
PLAN THEN TO SIMPLY DO THAT, GET THOSE TANKER SHIPS -- GET

B 'S TP I

RS Y i s S N LA N

PR

S1018298

NWMAR135742



® ® 50

THOSE TANKER SHIPS AND CRUISE SHIPS INTO YOUR SAN FRANCISCO
YARD AS OPPOSED TO BUYING NORTHWEST STOCK?
A. SAN FRANCISCO HAS A WORSE LABOR RATE THAN

PORTLAND DOES.

Q. HOW DIFFERENT IS IT THAN PORTLAND?

A. IT'S PROBABLY A COUPLE DOLLARS HIGHER. ;
Q. TALKING ABOUT DIRECT LABOR?

A. YEAH. ;
Q. LABOR RATE NOT CONSIDERING OVERHEAD? ;
A RIGHT. ‘ f
Q. HOW ABOUT YOUR SAN PEDRO FACILITY, IS THERE A :

]
DIFFERENCE THERE FROM PORTLAND'S IN THE DIRECT --
MR. SCHWARTZ: I THINK HE'S ALREADY TESTIFIED

TO THE DRY DOCKING LACK OF CAPABILITIES THERE.

MR. MINER: NO, I'M JUST TALKING --
THE WITNESS: SAN PEDRO, AS FAR AS THE LABOR | ;g
RATE GOES, MAY BE COMPARABLE TO PORTLAND WITH DIRECT. 1IT'S ~§
A LITTLE HIGHER THAN SAN DIEGO. . :
BY MR. MINER:
Q. HAVE I LISTED OFF ALL OF SOUTHWEST MARINE'S
YARDS?
A. NO. YOU MISSED SAMOA. OUR LABOR RATE THERE IS é
SUBSTANTIALLY LESS. |

Q. CAN YOU QUANTIFY THAT "SUBSTANTIALLY LESS" %

COMPARED TO PORTLAND?

Vs en el .
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A. YEAH. IT'S ABOUT 400 PERCENT LESS-ON THE

DIRECT.
Q. AND WHY THEN WASN'T THAT -- WHY DIDN'T YOU

CONSIDER THAT? IS IT BECAUSE OF THE DRY DOCK FACILITIES

THERE FOR GETTING CRUISE SHIPS AND TANKERS?

A. HAVE YOU EVER BEEN TO SAMOA?

Q. NO. 1I'M SORRY.

A. I'D HAVE YOU ANSWER THE QUESTION IF YOU'D BEEN
THERE.

Q. I WOULDN'T HAVE ASKED THE QUESTION IF I'D BEEN

THERE, RIGHT?
A. YEAH.
‘ MR. MINER: COULD WE TAKE ABOUT A FIVE-MINUTE
BREAK. WOULD THAT BE POSSIBLE? THREE TO FIVE MINUTES?
THE WITNESS: SURE.
(RECESS TAKEN.)
BY MR. MINER:
Q. I'D LIKE TO TALK ABOUT THE -- A LITTLE BIT
ABOUT THE TRANSACTION ITSELF, THE STOCK BUY-OUT OF NORTHWEST
MARINE.
WHY WAS IT IMPORTANT FOR THE VARIOUS CREDITORS,
SOME OF THE CREDITORS, OF NORTHWEST MARINE TO FORGIVE SOME
OR ALL OF THEIR DEBT, FORGIVE SOME OR ALL OF THE DEBTS OF
NORTHWEST MARINE TO THEM, BEFORE YOUR COMPANY, SOUTHWEST

MARINE, WOULD GO THROUGH WITH THE STOCK BUY-OUT?
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MR. RANDLES: I --
MR. MINER: AND WHAT I MEAN BY THAT 1IN
PARTICULAR IS THE PORT OF PORTLAND HAD TO FORGIVE SOME OF
THE DEBT WHICH NORTHWEST MARINE OWED IT; FIRST INTERSTATE
BANK; THE SAFE CORPORATION IN OREGON, WHICH IS THE WORKERS
UNEMPLOYMENT COMP ENTITY. AND LET'S JUST LEAVE IT WITH
THOSE THREE.
MR. RANDLES: I OBJECT TO THE FOUNDATION
GROUNDS, GREG, AS STRUCTURED. MAYBE IT ASSUMES THAT BUT --
BY MR. MINER:
Q. WELL, ARE YOU FAMILIAR AT ALL, MR. ENGLE,
WITH -- YOU MUST BE FAMILIAR BECAUSE YOU WERE INVOLVED IN
THE NEGOTIATIONS OF CERTAIN CREDITORS FORGIVING DEBT OF
NORTHWEST MARINE BEFORE YOUR BUY-OUT OF NORTHWEST MARINE
STOCK COULD GO THROUGH.
A. RIGHT.
Q. AND AMONG THOSE WERE FIRST INTERSTATE BANK AND
SAFE AND THE PORT OF PORTLAND.
WHAT I WANT TO KNOW SIMPLY IS WHY THAT WAS
IMPORTANT FOR YOUR DEAL TO GO THROUGH.
MR. RANDLES: SAME OBJECTION.
THE WITNESS: WELL, TO MAKE THE NEW ENTITY OR
THE CONTINUING ENTITY, THE CONTINUING OPERATION, A VIABLE
ECONOMIC INVESTMENT, THERE WAS TOO MUCH DEBT AND THE DEBT

HAD TO BE RESTRUCTURED. AND IF THE DEBT COULD NOT BE
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RESTRUCTURED AND FORGIVEN, MY ANALYSIS DICTATED THAT IT
DIDN'T MAKE SENSE TO PROCEED WITH IT, IN WHICH CASE I WOULD
HAVE WAITED AND BOUGHT IT IN BANKRUPTCY COURT.
BY MR. MINER:

Q. I WAS GOING TO ASK YOU WHETHER YOU HAD ANOTHER

ANALYSIS, SHORT OF BUYING IN A BANKRUPTCY LIQUIDATION, WHERE

YOU WOULD HAVE PAID FAR LESS THAN $100 A SHARE FOR NORTHWEST
MARINE'S STOCK BUT ASSUMED SOME OR ALL OF THE DEBT OWED TO :f
FIRST INTERSTATE AND THE PORT OF PORTLAND AND SAFE?

A. I DID AN ANALYSIS. WE LOOKED AT THE DEBT THAT

I R T

THE COMPANY HAD ON ITS BOOKS AND DECIDED THAT IT WAS TOO FAR
UPSIDE DOWN TO CONTINUE TO PURSUE IT, AND THE ONLY THING WE
COULD DO WAS WORK ON A DEBT RESTRUCTURE PROGRAM WHICH --
WRITE DOWN OF MAJOR DEBT -- WOULD PUT THE BALANCE SHEET MORE “

IN LINE SO THAT THE CONTINUING OPERATION WOULD SUCCEED.

e AT et

i B e BT e Bl e

AND THE ONLY OTHER ALTERNATIVE THAT WAS EVER
EXPLORED WAS THE ALTERNATIVE OF WAITING UNTIL IT TANKED
TOTALLY, WALK INTO THE BANKRUPTCY COURT AND SAID, HERE WE
ARE. WE'LL BID.

Q. WERE YOU AWARE OF ANY OTHER CONTRACTOR THAT WAS

LAzl A s

INTERESTED IN, OR HAD EXPRESSED AN INTEREST IN BIDDING AT A

P

BANKRUPTCY LIQUIDATION?
A. NO, I WAS NOT.
Q. HOW DID YOU ~-- YOU PARTICIPATED, AS YOU SAID,

IN NEGOTIATIONS WITH THE PORT OF PORTLAND. CAN YOU TELL ME

. L .
R
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GENERALL& HOW WAS IT DETERMINED THAT THERE WOULD BE A
EARN-OUT, OR WHAT'S BEEN REFERRED TO AS AN EARN-OUT, WHERE
THE PORT COULD SHARE IN SOME OF THE PROFITS OF THE NEW
ENTITY, SOUTHWEST MARINE, AS BOUGHT OUT -- OR NORTHWEST
MARINE AS BOUGHT OUT BY SOUTHWEST?

A. WELL, THE PORT INSISTED UPCON THAT. I DIDN'T
WANT TO GIVE THE PORT ANYTHING. IF I HAD MY WAY, I WOULD
HAVE GIVEN 'EM NOT A DIME. THEY WERE UNSECURED. AND IF WE
WOULD HAVE BOUGHT IT -- MY ANALYSIS DICTATED IF IT WOULD
HAVE BEEN SOLD AT A BANKRUPTCY AUCTION, THE PORT WOULDNfT

HAVE GOT NOT ONE RED CENT AND SAFE WOULD HAVE GOT NOT ONE

RED CENT.
Q: DO YOU KNOW WHETHER OR NOT ANY --
A. SO THEY NEGOTIATED QUITE WELL, ACTUALLY.
Q. HAVE ANY PAYMENTS OUT OF PROFITS EVER BEEN MADE

TO THE PORT?

A. DO I KNOW?

Q. YEAH.

A. NO, I DON'T KNOW.

Q. HAS ANY PAYMENTS OUT OF PROFITS OF NORTHWEST

MARINE EVER BEEN MADE TO SAFE?

A. I DON'T KNOW.

Q. WAS THERE A GENERAL DECLINE IN BUSINESS TO ALL
WEST COAST SHIPYARDS AS OF LATE '88 AND 19897?

WAS THERE A GENERAL DECLINE IN BUSINESS GOING
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TO ALL THE WEST COAST SHIPYARDS AS OF THAT TIME?
5 A. I DON'T PARTICULARLY KNOW IF AT THAT TIME IS

ANY MAGIC DATE. THERE HAS BEEN A DECLINE OF BUSINESS TO THE

WEST COAST SHIPYARDS SINCE THE BEGINNING OF THE '80'S, WHICH

5 HAS RESULTED IN THE CLOSING OF MANY YARDS.

¢ Q. HAS THAT BEEN PRINCIPALLY CAUSED BY THE FOREIGN ;

: Ly
7 COMPETITION? i
5 A. WELL, FOREIGN COMPETITION IS PART OF IT;

: DECLINE IN THE MILITARY SPENDING; DECLINE IN SHIP BUILDING.
0 THERE'S A WHOLE -- NO MARITIME POLICY OUT OF THE },g
1 ADMINISTRATION -- THERE'S A MULTITUDE OF REASONS WHY IT'S 5%
12 DECLINED. f%
13 Q.  DID YOU LOOK AT WHETHER OR NOT, IF NORTHWEST ;é
4 MARINE HAD GONE OUT OF BUSINESS AND THERE HAD BEEN ONLY TWO i
5 CONTRACTORS IN PORTLAND, IF THE WORK THAT NORTHWEST MARINE X
16 HAD BEEN DOING THERE, WHICH WAS ROUGHLY 50 PERCENT OF THE |
17 WORK OR THE VOLUME AT THAT YARD, WOULD HAVE GONE TO FOREIGN é
19 SHIPYARDS RATHER THAN ANOTHER SHIPYARD ON THE WEST COAST? . é
19 A.  NO, I NEVER LOOKED AT THAT. I NEVER DID ANY é
20 ANALYSIS ON THAT. i
21 . Q.  DID YOU CONSIDER THE FOREIGN COMPETITION TO BE i
22 A VIABLE THREAT TO GETTING SOME OF THAT WORK? g
23 A.  THE FOREIGN COMPETITION HAS ALWAYS BEEN —- g
24 REARED ITS UGLY HEAD. BUT AS THE RELATIONSHIP BETWEEN THE i
DOLLAR AND THE YEN AND THE DOLLAR AND THE SINGAPORE DOLLAR 2
¥
:
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CHANGE,:WE BECOME, ON THE WEST COAST, MORE COMPETITIVE; AND
ALSO, I THINK THAT THERE WILL BE SOME LEGISLATIVE =-- AND
I'VE ALWAYS BELIEVED THERE WILL BE SOME LEGISLATIVE REMEDY

TO SOLVE SOME OF THE INEQUITIES THAT ARE PRESENT WITH JONES

oyt e o n %

ACT SHIPS GOING TO JAPAN AND KOREA.
Q. BEFORE YOU MADE THE DECISICN TO BUY OUT
NORTHWEST MARINE STOCK, HAD YOU DONE ANY KIND OF ANALYSIS OF

THE EFFECT ON THE OTHER WEST COAST SHIPYARDS IF ONLY TWO

i R SR st S e

CONTRACTORS WERE IN EXISTENCE AT PORTLAND?
A. NO. E |
Q. HAS YOUR COMPANY EVER DONE THAT KIND OF

ANALYSIS, IF ONE OF THE CONTRACTORS IN PORTLAND DROPPED OUT

AND THERE ARE ONLY TWO LEFT?
A. HAVE WE DONE AN ANALYSIS?

Q. WHAT THE EFFECT WOULD BE ON THE FLOW OF

BUSINESS TO THE OTHER WEST COAST YARDS.
A. NO. K
Q. SINCE THE PURCHASE OF NORTHWEST MARINE'S STOCK, -

WHO'S BEEN PRINCIPALLY IN CHARGE OF OPERATING NORTHWEST

MARINE?
A. BILL JOHNSTON. 'é
Q. BILL JOHNSTON?
A. UH-HUH.
Q. ARE YOU FAMILIAR AT ALL WITH THE LABOR RATES -é
BID, LET'S SAY, SINCE THE FINALIZATION OF THAT STOCK BUY-OUT %
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IN APRIL OF '89, THE LABOR RATES BID BY NORTHWEST MARINE ON

ITS JOBS, THE JOBS IT BID IN PORTLAND?

MR. RANDLES: GREG, JUST TO CLARIFY, WHEN YOU
SAY "LABOR RATES BID", YOU MEAN LABOR RATES INCORPORATED
INTO THE BID OR THE ACTUAL BID THAT'S MADE TO THE CUSTOMER?

YOU KNOW, THERE'S A DIFFERENCE.

MR. SCHWARTZ: OR THE DIRECT LABOR RATE PAID?
MR. MINER: WELL, I'M TALKING ABOUT THE LABOR
RATE THAT'S USED BY THE CONTRACTOR AT THE TIME HE GOES IN

WITH HIS PRICE TO THE OWNER. I'M NOT TALKING ABOUT WHAT IT

MAY END UP AT.

THE WITNESS: WE HAVE CONVERSATIONS ABOUT WHAT
RATES WE BID AT ON BIG JOBS.

BY MR. MINER:

Q. HAS -- WELL, MY QUESTION IS HAS IT CHANGED --

A. IT CHANGES EVERY DAY.

Q. -— WITH THE STOCK BUY-OUT?

A. PROBABLY CHANGED 300 TIMES SINCE THE STOCK
BUY-OUT.

Q. WAS THERE A —- WAS THERE A STANDARD LABOR
RATE -- AND IF WE WANT -- IF IT'S USING DIRECT LABOR WITHOUT
OVERHEAD, IF THAT'S A COMFORTABLE WAY TO DESCRIBE IT -~ IS

THERE A -- WAS THERE A STANDARD RATE USED BY NORTHWEST

MARINE PRIOR TO THE STOCK BUY-OUT?

A. NOT TO MY KNOWLEDGE.
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Q. DID SOUTHWEST MARINE EITHER RAISE OR LOWER, AS
A GENERAL PROPOSITION, DID IT EITHER RAISE OR LOWER
NORTHWEST MARINE'S DIRECT LABOR RATE WITHOUT OVERHEAD AFTER

THE STOCK BUY-OUT?

A. NO.

Q. IT JUST TOOK EACH JOB ON A JOB-BY-JOB BASIS
AND --

A. JOB BY JOB. DIRECT LABOR RATE IS WHAT THE

UNION CONTRACT STIPULATES. IF THE UNION CONTRACT GAVE THEM

A RAISE, WE GAVE THEM A RAISE.

Q. WHAT ABOUT THE EFFECTIVE BID RATE?
A. JOB BY JOB.
Q. WHAT WAS NORTHWEST MARINE -- STRIKE THAT.

WHAT WAS SOUTHWEST MARINE'S STRATEGY TO GET
MORE COMMERCIAL WORK ONCE IT BOUGHT NORTHWEST MARINE'S
STOCK?

WHAT WAS YOUR STRATEGY TO INCREASE THE TOTAL
REVENUES OR THE AMOUNT OF WORK THAT NORTHWEST MARINE WAS
DOING IN PORTLAND AFTER APRIL OF '897?

A. BY DEFINITION, BY THE ACQUISITION OF NORTHWEST
MARINE, I CHANGED THE MIX OF SOUTHWEST MARINE OVERALL
SUBSTANTIALLY, WHICH IS WHAT I WANTED TO DO. IF NORTHWEST
MARINE WAS TO CONTINUE ON THE STATUS QUO -- AT THE TIME
NORTHWEST MARINE WAS DOING 80 MILLION A YEAR, I THINK, WHEN

WE ACQUIRED IT -- IF IT WAS GOING TO DO 80 OR 85 OR 90, I

{
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WAS HAPPY.

MR. SCHWARTZ: SO THE INTENT WAS NOT

NECESSARILY -- ;

MR. MINER: THAT WAS MY NEXT QUESTION.

BY MR. MINER:

c¥ v N P

Q. WAS IT PART OF YOUR STRATEGY TO RAISE THAT

IRt

FIGURE, THAT $80 MILLION A YEAR FIGURE?

e

A. MY INTENT WAS TO TRY TO MAKE MONEY. 1IN THIS

PRI

BUSINESS YOU HAVE TO FIRST COVER YOUR OVERHEAD AND, IF YOU g
CAN COVER YOUR OVERHEAD WITH SOME SUCCESSFUL JOBS, THEN
SOMETIMES YOUR TOTAL SALES OR TOTAL VOLUME MIGHT DIMINISH
SLIGHTLY.

Q. IN APRIL OF '89 DO YOU KNOW WHAT THE EFFECTIVE
BID RATE FOR LABOR WOULD HAVE TO BE TO COVER NORTHWEST

MARINE'S OVERHEAD?

R . R
O T T (T

A. NO, NOT TODAY I DON'T KNOW THAT ANSWER TO THAT. %
Q. YOU DON'T KNOW WHAT IT IS TODAY OR YOU DON'T

KNOW WHAT IT IS BACK THEN? “

A. I DIDN'T KNOW WHAT IT IS THEN.

Q. DO YOU KNOW WHAT IT'S BEEN SINCE THAT TIME? :
A. I KNOW YEAR BY YEAR, YEAH. é
Q. WHAT HAS IT BEEN? g
A. I THOUGHT THAT'S PROTECTED MATERIAL. I'M NOT P

GOING TO TELL YOU THEIR LABOR RATES. S8

Q. WELL, THAT'S PART OF THE INFORMATION THAT ¥

BTSN T RATURI
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NORTHWEST MARINE IS GOING TO TURN OVER TO US, CONSISTENT

WITH THE ORDER THAT LLOYD AND I WERE TALKING ABOUT BEFORE.
MR. SCHWARTZ: WHY DON'T YOU RESTATE YOUR

QUESTION?

BY MR. MINER:

Q. SINCE APRIL OF '89 DO YOU KNOW WHAT THE
EFFECTIVE BID RATE IS FOR LABOR THAT WOULD -- FOR NORTHWEST
MARINE -- THAT WOULD COVER THEIR OVERHEAD, THAT WOULD MEET
THEIR OVERHEAD SO THERE'S NO SHORTFALL IN OVERHEAD? AND
WE'RE TALKING HERE ABOUT DIRECT OVERHEAD AND VARIABLE OR
JUST DIRECT? WHEN YOU USE THE --

A. WHEN YOU USE THE WORD "EFFECTIVE", YOU'RE
COVERING ALL COSTS, WHICH IS VARIABLE, DIRECT AND INDIRECT.

Q. THAT'S WHAT I THOUGHT YOU MEANT.

A. RIGHT. AND THAT DEPENDS UPON -- YOU HAVE TO
ALMOST DO:THAT IN RETROSPECTIVE ANALYSIS. YOU LOOK AT THE
OVERHEAD YOU SPEND THROUGH THE YEAR, DIVIDE IT BY THE NUMBER
OF HOURS THAT YOU BILL, BILLABLE HOURS THAT YOU HAVE, AND
YOU'LL BE ABLE TO QUANTIFY WHAT YOU GOT.

FOR FORWARD RATES OR FORWARD PRICING RATES YOU
HAVE TC DO A PROJECTION.

NOW, DO WE HAVE IT AVAILABLE FOR 1989 AND 1990,
SINCE THOSE YEARS ARE CLOSED, THE ANSWER IS YES, WE DO. DO
I KNOW WHAT THEY ARE SITTING HERE, THE ANSWER IS NO, I

DON'T.
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Q. BUT THAT'S HOW THEY'RE CALCULATED, THEN, ON A
YEARLY BASIS? |

A, YES.

Q. AND IN DOING THE FORWARD PRICING ANALYSIS, DO
YOU USE THE -- AS A GENERAL PROPOSITION -- DO YOU USE THE
PREVIOUS YEARS' ACTUAL DATA TC DO THE FORWARD PRICING
PROJECTION?

A, WELL, YOU TAKE THE PREVIOUS YEAR'S, YOU MAKE
BUDGET ANALYSIS AND ADJUSTMENTS, YOU LOOK AT THE MARKET, YOU
DETERMINE WHAT YOU KNOW IS A KNOWN MARKET, WHAT PERCENTAGE
OF THE MARKET YOU CAN ANTICIPATE BEING SUCCESSFUL AT, AND
ALL OF THESE FACTORS COME INTO THE FINANCIAL PROJECTION.

Q. DO YOU KNOW WHETHER OR NOT NORTHWEST MARINE,
SINCE APRIL OF '89, HAS BID PROJECTS IN PORTLAND BELOW THE
LABOR RATE NEEDED TO COVER ITS OVERHEAD?

A. WE BID THE MARKET. AND THE MARKET IS THE

MARKET. IF WE NEED THE WORK, WE SOMETIMES BID BELOW. IF WE

DON'T NEED THE WORK, WE MAY BID WAY ABOVE. IF THERE'S
SPECIAL CONSIDERATION, MAYBE IT'S A BONDED JOB AND NORTHWEST
MARINE IS ONLY COMPETING WITH TODD, SEATTLE, YOUR RATE IS
GOING TO BE DIFFERENT.

Q. IF YOU BID THE MARKET AND IT TURNS OUT THAT THE
MARKET IS BELOW WHAT IT TAKES TO COVER YOUR FIXED AND
VARIABLE OVERHEAD, HOW IS IT THAT NORTHWEST MARINE KNOWS

WHEN IT CAN COVER -- WHEN IT'S GOING TO BE ABLE TO COVER ITS

E
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OVERHEAD;ON THAT JOB?

MR. RANDLES: OBJECTION. I THINK IT'S
AMBIGUQOUS AS TO WHAT YOU SAID. WHAT DO YOU MEAN, AT THE END
OF THE JOB? YOU MEAN --

BY MR. MINER: -
Q. YEAH. HOW DOES NORTHWEST MARINE KNOW WHEN IT'S

GOING TO BE ABLE TO RECOVER OR RECOUP THE OVERHEAD IT HASN'T
COVERED ON THAT JOB, THE OVERHEAD THAT HASN'T BEEN ALLOCATED
TO THAT JOB BECAUSE YOU DIDN'T BID ENOUGH?

MR. RANDLES: I OBJECT. THERE'S ALSO JOB
GROWTH AND THAT ASPECT OF EXTRA WORK, SO YOU HAVEN'T BROUGHT
THAT INTO PLAY.

BY MR. MINER:

Q. IS THAT WHAT YOU ANTICIPATE DOING WHEN YOU BID
THE MARKET AND IT TURNS OUT THAT YOU'RE BIDDING BELOW
NORTHWEST MARINE'S OVERHEAD, IS THAT YOU EXPECT TO COVER
YOUR OVERHEAD UNDER WHAT PROJECT TO BE JOB GROWTH?

A. I'D LIKE TO. WE DON'T ALWAYS DO THAT.

Q. DID YOU DO ANY ANALYSIS, BEFORE YOU BOUGHT
NORTHWEST MARINE STOCK, AS TO WHY NORTHWEST MARINE WAS IN
SUCH DESPERATE FINANCIAL CONDITION IN LATE '88 AND EARLY
'897?

A. WELL, THE ONLY ANALYSIS THAT I HAVE MADE IS
THEY GOT THEMSELVES IN TROUBLE IN THE EARLY '80'S. THEY

WENT INTO BANKRUPTCY AND THEY CAME OUT OF BANKRUPTCY WITH A

i

M aRAMGEE

oY <ul

Eh s Yd

LR EAE P VN

.

LA

S1018311

NWMAR135755



", "' 63

PO

LOT OF DEBT. THEY NEVER DID ANY DEBT CRAM DOWN, SO THEY

CARRIED THAT DEBT FORWARD AND IT WAS A BURDEN ON THEIR BACK.
Q. AND THAT'S AGAIN WHY, UNDER YOUR ANALYSIS, THE

ELTMINATION OF A SUBSTANTIAL PORTION OF THAT DEBT WAS

ESSENTIAL TO OPERATING THE COMPANY?

il s s

A. YEAH. EXACTLY. ;
Q. SUCCESSFULLY OPERATING THE COMPANY? g
A. THAT'S EXACTLY THE REASON WHY. WON'T WORK g
OTHERWISE. if
Q. HOW OFTEN DO YOU THINK, SINCE APRIL OF '89, E
NORTHWEST MARINE HAS -- IN BIDDING THE MARKET -- HAS BID ;

BELOW OR HAS NOT COVERED ITS OVERHEAD?

A. I HAVE NO IDEA. ;
0. BILL JOHNSTON WOULD KNOW THAT? i
A. I DON'T EVEN KNOW IF BILL JOHNSTON WOULD KNOW f%
IT. i
Q..  WHO WOULD KNOW THAT? WHO'S THE PERSON UP THERE g

AT NORTHWEST MARINE THAT WOULD HAVE THAT KIND OF

INFORMATION?

TS i M o

A. IT WOULD BE IN OUR ACCOUNTING DEPARTMENT. THEY
KEEP JOB COSTS.

Q. IS IT YOUR TESTIMONY THAT YOU REALLY DON'T --
WELL, YOU KNOW AHEAD OF TIME WHEN YOU SUBMIT YOUR BID

WHETHER YOU'RE COVERING WHAT YOU'VE PROJECTED TO BE YOUR

e sk

OVERHEAD FOR THE YEAR.
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A. YEAH. I DON'T PERSONALLY KNOW BECAUSE, AS I
SAID, I DON'T USUALL? PUT THE BIDS ON THE JOB. I DISCUSS
SOME OF THE JOBS IF THEY'RE OF LARGE MAGNITUDE.
Q. DO YOU KNOW THE RATE ITSELF, EITHER IN 1989 OR
1990, GENERALLY WHAT THE RATE WOULD BE THAT WOULD COVER
OVERHEAD, NO MATTER WHAT KIND OF JOB NORTHWEST MARINE IS
BIDDING ON?
MR. SCHWARTZ: THERE'S DIFFERENT TYPES OF
OVERHEAD, FIXED AND --
THE WITNESS: 1I'D HAVE TO SPECULATE, SITTING
HERE.
BY MR. MINER:

Q. WHO WOULD BE THE PERSON THAT WOULD KNOW THAT IN

THE ACCOUNTING DEPARTMENT?

A. JACK HANDLEY.
Q. WHAT'S THE LAST NAME?
A. HANDLEY. HANDLEY, H-A-N-D-L-E-Y.

MR. RANDLES: I SHOULD STATE, FOR THE RECORD,
GREG, THAT'S NOT THE KIND OF INFORMATION YOU'VE PROVIDED US
YET.

MR. MINER: WHAT'S.THAT?

MR. RANDLES: THIS VERY INFORMATION THAT YOU'RE
TRYING TO GET FROM MR. ENGLE HERE, AS I UNDERSTAND IT, IT'S
ON A COMPUTER THAT YOU COULD PUNCH A FEW BUTTONS AND WE

COULD GET BUT WE HAVEN'T BEEN PROVIDED YET.

ok
e o
R L

T
P

IR oo < v
s d Bt Mhecad a

hsbrl s i i S

Al
Tl

L
LA

e T
Sl
e IR

-8 v ety i ARSI LA

BUITRE S ¥ SPTE

S1018313

NWMAR135757



. ' 65

MR. MINER: I DON'T KNOW IF THAT'S RIGHT. I
HEARD fOU SAY THAT EARLIER THIS MORNING.

MR. RANDLES: MR. STEEN SAID THAT. WE HOPE TO
GET IT NOW THAT YOU WANT IT.

THE WITNESS: YOU KNOW, LLOYD, THIS
INFORMATION -- CAN WE GO OFF THE RECORD? CAN I SAY THAT?
OR OTHERWISE LET'S GO OUTSIDE AND TALK.

MR. SCHWARTZ: LET'S TAKE ANOTHER FIVE-MINUTE
RECESS, IF THAT'S OKAY WITH YOU.

MR. MINER: THAT'S ALL RIGHT.

(RECESS TAKEN.)

BY MR. MINER:

Q. WHAT WAS IT THAT YOU WANTED TO SAY?

A. NOTHING NOW. I ANSWERED -- LLOYD ANSWERED MY
QUESTION.

Q. OKAY. YOU'RE NOT FAMILIAR THEN, MR. ENGLE,
WITH THE -- ONLY MR. HANDLEY WOULD BE -- OR HANDLEY IS THE

FELLOW AT NORTHWEST MARINE WHO WOULD BE ABLE TO ANSWER MY
QUESTION ABOUT WHAT RATE NORTHWEST MARINE HAD TO BID TO
COVER ITS OVERHEAD IN 1989 AND 19907
A. THAT'S CORRECT.
Q. AND THAT WOULD BE --
MR. RANDLES: EXCUSE ME, GREG. I THINK YOU
MAYBE MISCHARACTERIZED IT. IF YOU ASSUME THAT THERE

WOULDN'T BE ANY GROWTH, A HIGHER RATE FOR EXTRA WORK, IF
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THAT'S WHAT YOU'RE SAYING?

' I MEAN, IN OTHER WORDS, YOU DON'T WANT
NECESSARILY THE BID -- THE RATE THAT THEY WOULD HAVE TO BID
AS MUCH AS THE MAN-HOUR COST THAT WOULD COVER THEIR
OVERHEAD, I'M ASSUMING.

BY MR. MINER:
Q. I'M INTERESTED IN KNOWING --
A. WELL, WHATEVER YOU'RE INTERESTED IN KNOWING, IF

IT'S GOT TO DO WITH THAT SUBJECT, ASK JACK, NOT ME.

Q. JACK HANDLEY?
A. RIGHT.
Q. I ASSUME IT'S A DIFFERENT FIGURE THAN SOUTHWEST

MARINE'S DURING THE SAME PERIOD OF TIME?

A. EVERY YARD IS DIFFERENT.

Q. WHAT I WAS INTERESTED IN KNOWING, JUST SO IT'S
CLEAR, IS WE TALKED BEFORE AND YOU DEFINED FOR ME WHAT THE
EFFECTIVE -BID RATE WAS, BID LESS MATERIALS, SUBCONTRACTOR
COSTS, ANY OTHER EXPENSES, THE NET DOLLAR FIGURE DIVIDED BY
THE NUMBER OF MAN-HOURS --

A. RIGHT.

Q. —- THAT YOU ESTIMATE. THAT'S THE RATE THAT I
WAS INTERESTED IN ON A MAN-HOUR BASIS.

A. AND THAT'S THE RATE THAT YOU'RE GOING TO HAVE
TO GET FROM JACK.

B Q. ARE YOU FAMILIAR WITH WHETHER OR NOT NORTHWEST
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MARINE, .ON AN ANNUAL BASIS, HAS BEEN COVERING ITS OVERHEAD
COSTs?

MR. SCHWARTZ: WELL, I'M GOING TO OBJECT THERE.
I DON'T THINK YOU HAVE TO ANSWER ANY QUESTIONS THAT DEAL
WITH THE PROFITABILITY OF THE DIVISION.

MR. MINER: ANY QUESTIONS THAT I ASK YOU THAT
HAS TO DO WITH THE PROFITABILITY OF NORTHWEST MARINE SINCE
YOUR STOCK BUY-OUT OF THAT COMPANY, YOU'RE NOT GOING TO
ANSWER?

MR. SCHWARTZ: OBJECT. RELEVANCE.
BY MR. MINER:

Q. IS IT YOUR TESTIMONY -- THIS IS WHAT I
UNDERSTOOD YOU TO HAVE SAID -- MR. ENGLE, IS IT YOUR
TESTIMONY THAT NORTHWEST MARINE WOULD HAVE GONE OUT OF
BUSINESS IF YOU HAD NOT ENTERED INTO THE STOCK BUY-OUT
AGREEMENT THAT YOU DID ENTER INTO?

A. YES.

Q. AND HOW CONFIDENT WERE YOU THAT YOU COULD HAVE

BOUGHT THE ASSETS OF NORTHWEST MARINE IN A BANKRUPTCY

LIQUIDATION --
A. EXTREMELY.
Q -— I MEAN REALIZING --
A. EXTREMELY CONFIDENT.
Q OKAY. CAN YOU TELL ME WHY YOU WERE?
A BECAUSE BILL ZAVIN, WHO WAS AT THE TIME
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OPERATING AS A PRINCIPAL OWNER OF NORTHWEST MARINE, KNEW WHO
THE SUITORS WOULD HAVE BEEN TO ACQUIRE IT. AND I HAD AN
IDEA AS TO THE VALUE OF THE ASSETS AND DETERMINED THAT WE
WERE THE LOGICAL ACQUIRER OF THOSE ASSETS.
Q. ZAVIN TELL YOU WHO THOSE SUITORS WERE?
A. HE TOLD ME HE TALKED TO DIFFERENT COMPANIES;
BATH IRON WORKS BEING ONE, I THINK INGALS BEING TWO.
Q. I-N-G-A-L-S?
A. YES. OF COURSE, HE DID NOT TALK TO TODD. THEY
WERE IN DEEP TROUBLE THEMSELVES. AND THEN THERE WAS ANOTHER
COMPANY, I FORGET WHO IT WAS, BUT SOMEBODY WAS TRYING TO PUT
A DEAL TOGETHER THAT NEVER CAME TOGETHER.
Q. DO YOU HAVE ANY RECOLLECTION, BALLPARK FIGURE
OF WHAT THE VALUE OF NORTHWEST MARINE'S ASSETS WERE IN
LIQUIDATION OR UNDER A LIQUIDATION SCENARIO?
A. WELL, I THINK, IF I CAN -- JUST RECALLING,
TRYING TO THINK WHAT IT WAS, I PROBABLY WOULD HAVE BID ABOUT
$10 MILLION DOLLARS, SOMETHING LIKE THAT.
MR. SCHWARTZ: HE SAID ASSETS NOW.
THE WITNESS: THAT INCLUDES THE PROPERTY?
MR. SCHWARTZ: PERSONAL PROPERTY, THE REAL
ESTATE.
THE WITNESS: I WAS LOOKING AT SECURED, SO I
HAD THE PROPERTY TO DEAL WITH AND THE SECURED ASSETS, BEING

THE TOOLS AND EQUIPMENT. THE REST OF IT HAD NO VALUE AND
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THE REST OF IT WAS UNSECURED. CONTRACTS IN PLACE AND CLAIMS
WERE WORTH NOTHING.
BY MR. MINER:
Q. NORTHWEST MARINE HAD A SUBSTANTIAL NUMBER OF
NAVY CLAIMS OR CLAIMS ON NAVY SHIPS AT THAT TIME, DIDN'T IT?
A. YEAH, IT DID.
Q. AND DID THAT -- FROM WHAT YOU JUST SAID, I
UNDERSTOOD YOU TO PUT NO VALUE OR VERY LITTLE VALUE UNDER A

LIQUIDATION ANALYSIS TO THOSE CLAIMS.

A. I WOULD HAVE PUT NO VALUE.

Q. NONE?

A. NONE.

Q. IS THAT BECAUSE YOU REVIEWED THEM AS TO THEIR

MERITS, OR JUST BECAUSE OF THE TYPICAL UNCERTAINTIES OF WHAT
YOU CAN GET OUT OF THE GOVERNMENT UNDER THOSE CLAIMS?

A. TYPICAL UNCERTAINTIES, AND THEN FINDING OUT THE
APPROPRIATE DOCUMENTATION IN THE EVENT YOU HAD TO TAKE THE
CLAIM TO COURT. I DIDN'T HAVE ACCESS TO THE DOCUMENTATION.

MR. SCHWARTZ: AND I ASSUME, UNDER A STRAIGHT
LIQUIDATION SCENARIO, YOUR THOUGHT WAS THAT YOU COULD NOT
STEP INTO THE SHOES OF THE FORMER CONTRACTOR AND PARTY TO
THE CONTRACT WITH THE GOVERNMENT; IS THAT CORRECT?

THE WITNESS: THAT'S CORRECT.
BY MR. MINER:

Q. HOW LONG DID YOU THINK -- OR DID YOU LOOK AT
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HOW LONG IT WOULD TAKE TO GET NORTHWEST MARINE UP AND
RUNNING'IN PORTLAND IF YOU HAD BOUGHT OUT NORTHWEST MARINE'S
ASSETS IN A BANKRUPTCY LIQUIDATION? HOW LONG WOULD IT HAVE
TAKEN TO GET THE NEW COMPANY UP AND RUNNING IN PORTLAND?
MR. RANDLES: OBJECTION. NO FOUNDATION.

BY MR. MINER:

Q. WELL, DID YOU LOOK AT THAT AT ALL?

A. I DIDN'T DO AN ANALYSIS. :

THE REPORTER: ONE AT A TIME, PLEASE.

BY MR. MINER:

Q. DID YOU LOOK AT HOW LONG IT WOULD HAVE TAKEN IF
YOU HAD TO GO THE BANKRUPTCY LIQUIDATION ROUTE?

A. YES. IT WOULD HAVE TAKEN ME SIX MONTHS FROM
THE FALL OF THE GAVEL.

Q. SIX MONTHS TO START WORKING ON ANY SHIPS?

A. TO BE UP AND RUNNING. I WOULD HAVE STARTED
WORKING ON SHIPS RIGHT AWAY.

Q. YOU COULD HAVE, UNDER YOUR ANALYSIS, YOU COULD
HAVE STARTED GENERATING REVENUE RIGHT AWAY; IT WOULD HAVE
TAKEN SIX MONTHS TO BE GOING FULL-BORE, 100 PERCENT? - THAT'S
WHAT I UNDERSTAND YOU TO SAY. |

A. TO BE SUBSTANTIAL COMP- -- UP AND RUNNING,
YEAH, SIX MONTHS. WE COULD HAVE, UPON THE JUDGE'S TRANSFER
OF THE ASSETS TO ME AND AN AGREEMENT WITH THE PORT OF

PORTLAND FOR A USER'S PERMIT, BEEN GENERATING REVENUE WITHIN

ki Ta gl B0y T
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Q. HOW LONG DID YOU THINK OR DID YOU -- DID YOU

ESTIMATE OR LOOK AT HOW LONG IT WOULD TAKE TO GET A USER'S

AGREEMENT?

A. I FIGURED IT WOULD TAKE 30 DAYS FOR A USER'S
AGREEMENT.

'Q. HAD YOU TALKED TO THE PORT OF PORTLAND ABOUT

THAT, AT ALL?
A. I ONLY TALKED TO 'EM IN REFERENCE TO THE

CONVERSATION I HAD WITH WOODELL.

Q. DID THE PORT MAKE ANY PROMISES ABOUT THAT,
WHETHER THEY'D GUARANTEE THAT YOU'D GET A USER'S AGREEMENT

IF A LIQUIDATION HAD TO OCCUR?

A. THE PORT?

Q. RIGHT.

A. NO, THEY WOULDN'T MAKE ANY PROMISES.

Q. THE PORT, THOUGH, IS EXTREMELY INTERESTED IN

SEEING SOUTHWEST MARINE COME IN AND COMPLETE THE STOCK

BUY-OUT; WERE THEY NOT?

MR. RANDLES: OBJECTION. THIS WITNESS IS NOT
IN A POSITION TO CHARACTERIZE WHAT THE PORT WAS DOING.

BY MR. MINER:

Q. WELL, HOW DID THE PORT RESPOND TO YOUR
PROPOSAL?
A. INITIALLY, VERY NEGATIVELY.
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Q. AND WHY WAS THAT? BECAUSE THEY WERE -- THEY
SIMPLY WEREN'T BEING PAID OFF THE DEBT?

A, I THINK THAT MIGHT HAVE HAD SOMETHING TO DO
WITH IT. I THINK THE INITIAL REACTION TO ANYBODY, IF YOU
WALK IN AND SAY I'M NOT GOING TO PAY YOU BUT LET'S GO ALONG
WITH THE PLAN, YOU'RE GOING TO BE NEGATIVE UNTIL ALL THE
DETAILS AND THE ANALYSIS IS DONE.

Q. IT'S YOUR TESTIMONY, AFTER THE PORT LOOKED AT
IT CLOSER, THEY CAME TO THE CONCLUSION THIS WAS THE BEST
DEAL THAT WAS AVAILABLE TO THEM?

A. AS I SAID EARLIER, I THINK THE PORT DID A HELL
OF A JOB CUTTING THEMSELVES A GOOD DEAL. 30 DAYS HENCEFORTH
THE THING WOULD HAVE BEEN IN BANKRUPTCY, 'CAUSE NORTHWEST
MARINE HAD NO MONEY, AND THE PORT WQULDN'T HAVE GOTTEN 15
CENTS.

Q. DO YOU KNOW WHETHER OR NOT NORTHWEST MARINE,
SINCE THE BUY-OUT, STOCK BUY-OUT, HAS, IN ORDER TO INCREASE
THE AMOUNT OF BUSINESS IT HAS IN PORTLAND, HAS TAKEN -- HAS
CUT ITS TCTAL MAN-HOURS THAT IT BIDS ON JOBS?

A. (NO AUDIBLE RESPONSE.)

Q. IN OTHER WORDS, HAS IT TAREN THE STRATEGY, IN
ORDER TO INCREASE THE AMOUNT OF BUSINESS THAT IT HAS IN
PORTLAND, THAT IT WILL CUT, AFTER IT ESTIMATES WHAT IT
TAKES, WHAT IT BELIEVES IT WILL TAKE TO FINISH A JOB, THAT

IT WILL CUT OFF SOME PORTION OF THOSE ESTIMATED MAN-HOURS IN

g i Sy
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ORDER TO LOWER ITS BID?

MR. SCHWARTZ: I BELIEVE THE WITNESS HAS

ALREADY TESTIFIED ON TWO SEPARATE OCCASIONS THAT HE BIDS THE

MARKET.
THE WITNESS: I WILL ANSWER THE QUESTION BY

SAYING WE HAVE CUT MAN-HOURS. THERE'S NO QUESTION. I SPENT
$700,000 WITH RICHEY & ASSOCIATES TO PUT IN A PRODUCTIVITY
IMPROVEMENT PROGRAM IN THAT PLANT, AND I'VE BEEN TOLD THAT
WE ARE SAVING 6 TO 8 PERCENT, 9 PERCENT OF DIRECT HOURS.
BY MR. MINER:

Q. BY SIMPLY ESTIMATING LOWER NUMBER OF HOURS?

A. NO. YOU DON'T CHANGE THE ESTIMATE. YOU CAN'T

MEASURE THE PRODUCTIVITY UNLESS YOU KEEP SOMETHING CONSTANT.

Q. BY INCREASING PRODUCTIVITY?
A. CORRECT.
Q. AND AS YOU'VE INCREASED PRODUCTIVITY HAS THERE

BEEN ANY CUTTING IN THE EFFECTIVE BID RATE THAT'S USED FROM
JOB TO JOB BY NORTHWEST MARINE?

A. NO.

Q. HAS NORTHWEST MARINE INCREASED ITS SHARE OF THE
WORK AT PORTLAND SHIP REPAIR YARD SINCE THE STOCK BUY-OUT?

A. YOU'RE ASKING THE WRONG GUY. YOU GOT TO ASK
THIS GUY. THEY KEEP TRACK OF THE DOLLARS THAT GO THROUGH

THE PORT.
Q. HAVE THE REVENUES INCREASED FROM THE $80
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MILLION FIGURE THAT YOU USED BEFORE?

A. I THINK WE'RE UP SOMEWHAT, 10 PERCENT MAYBE.
Q. AND WHAT DO YOU ATTRIBUTE THAT TO?
A. WE'VE HAD SOME MAJOR JOBS IN THE LAST YEAR,

MAJOR NAVY OVERHAUL AND A MAJOR ALASKAN FERRY UPGRADE AND
REMOVING THE MIDBODY ON THE KEYSTONE CANNON.
Q. WHAT WAS THE -- DO YOU REMEMBER THE NAME OF THE

NAVY OVERHAUL, THE SHIP?

A. STANLEY.

Q. AND THEN WHAT WAS THE FERRY UPGRADE?

A. TUSTAMENA (PH).

Q. ARE YOU AWARE OF WHETHER OR NOT EITHER CASCADE

GENERAL OR WEST STATE, YOUR TWO COMPETITORS THERE, HAVE,
SINCE APRIL OF '89, BID AN EFFECTIVE BID RATE THAT'S LOWER

THAN THEIR OVERHEAD?

A. AM I AWARE OF IT?

Q. YEAH.

A. NO, I AM NOT AWARE OF IT.

Q. HAVE YOU HEARD ANYBODY SAY THAT EITHER/OR BOTH

OF THOSE COMPANIES HAVE HAD TO DO THAT IN ORDER TO COMPETE
WITH NORTHWEST MARINE SINCE APRIL OF '897?

A. NO.

Q. DO YOU HAVE AN OPINION ABOUT WHETHER WEST STATE
COULD HAVE INCREASED THE AMOUNT OF WORK THAT IT DID IN THE

EVENT THAT NORTHWEST MARINE HAD GONE OUT OF BUSINESS?
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MR. RANDLES: OBJECTION. NO FOUNDATION.

THE WITNESS: IF NORTHWEST MARINE HAD OF GONE
OUT OF BUSINESS, IT STANDS TO REASON THEY WOULD HAVE
INCREASED AT LEAST SOMEWHAT. I DON'T KNOW HOW MUCH.

MR. RANDLES: YOU'RE ASSUMING THAT W -- THAT

SOUTHWEST WOULD NOT HAVE COME BACK IN? IT'S JUST CASCADE

AND WEST STATE?
BY MR. MINER:

Q. TWO-CONTRACTOR SCENARIO.

A. RIGHT, TWO-CONTRACTOR SCENARIO, EACH OF THOSE
CONTRACTORS WOULD HAVE PROBABLY GOT MORE BUSINESS THAN WITH
A THIRD.

Q. I THINK YOU SAID BEFORE, I MAY NOT HAVE ASKED
YOU THIS SPECIFIC QUESTION, BUT I THINK YOU SAID BEFORE YOU
DID NOT DO ANY KIND OF ANALYSIS OF WHAT PORTION OF NORTHWEST
MARINE'S EXISTING WORK AND THE WORK THAT THEY HISTORICALLY
GOT WOULD HAVE STAYED THERE AND WOULD HAVE GONE TO THOSE TWO
CONTRACTORS AND WHAT PART WOULD HAVE GONE SOMEWHERE ELSE.

A. NO, I DID NOT. I WOULD ASSUME THAT, ONLY AS AN

ASSUMPTION, THAT WOULD HAVE BEEN THE ORDINARY DRIVE-IN SMALL

SHAVE-AND-HAIRCUT TANKER WORK.
Q. AS BEING THE WORK THAT --
A. THAT THEY WOULD HAVE CONTINUED TO DO, 'CAUSE

THE FACILITY, THE DRY DOCK, IS THE REQUIREMENT THAT DICTATES

AND NECESSITATES THE WORK GOING TO PORTLAND.
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Q. AND THE SHAVE-AND-A-HAIRCUT WORK, THAT YOU

DESCRIBED SO COLORFULLY AS WHAT YOU'RE TALKING ABOUT, WOULD

HAVE NEEDED THE 4, NUMBER 4 DRY DOCK?

A. YES.

Q. ALL RIGHT. OTHER THAN SHIPS THAT NEEDED THAT
DRY DOCK, THEN, IS IT YOUR TESTIMONY THAT ALL OTHER SHIPS
THAT HAVE USED -~ HAVE COME INTO PORTLAND AND NORTHWEST

MARINE HAS WORKED ON COULD HAVE GONE SOMEWHERE ELSE?

MR. RANDLES: OBJECTION. NO FOUNDATION; CALLS o
FOR SPECULATION. R

BY MR. MINER:

Q. SINCE APRIL OF '89, THEN, ARE YOU SAYING THAT

s

ALL OTHER SHIPS, SHIPS THAT DID NOT SPECIFICALLY NEED DRY

DOCK NUMBER 4, COULD HAVE GONE TO ANOTHER WEST COAST

0 to .
S e e S v Tiag e e

SHIPYARD? i
g

MR. RANDLES: SAME OBJECTION. ‘f
MR. MINER: I'M SORRY? %
MR. RANDLES: SAME OBJECTION. .
MR. MINER: WHICH WAS?
MR. RANDLES: NO FOUNDATION; CALLS FOR

SPECULATION.

THE WITNESS: WELL, I THINK THE ANSWER IS
SIMPLE. THE QUESTION IS SHIPS ARE A MOBILE ASSET. THEY CAN
GO ANYWHERE. PRIMARY DRIVING FORCE IN THE CASE OF YOUR

QUESTION IS DRY DOCK NUMBER 4. SO YES, EVERY JOB THAT WENT

N - o
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THROUGH iHAT FACILITY COULD PHYSICALLY, IF IT DID NOT
REQUIRE DRY DOCK NUMBER 4, COULD PHYSICALLY HAVE GONE TO
ANOTHER WEST COAST YARD.

BY MR. MINER:

Q. IN THEORY?

A. ‘"IN THEORY. THAT'S PROVIDING THE OWNER WANTED
TO TAKE 'EM THERE.

Q. YEAH. AND YOU DID NO ANALYSIS OF THE EXTENT TO
WHICH EITHER CASCADE GENERAL OR WEST STATE WOULD HAVE, LET'S
SAY, PERCENTAGE INCREASE OF THEIR BUSINESS IF NORTHWEST
MARINE HAD GONE OUT OF BUSINESS?

A, I NEVER DID ANY ANALYSIS OF THAT, NO.

Q. DO YOU KNOW IF NORTHWEST MARINE HAS, AS A
GENERAL PROPOSITION, HIGHER OVERHEAD IN PORTLAND THAN THE
OTHER TWO SHIP REPAIR CONTRACTORS?

A. I DON'T KNOW.

Q. YOU DON'T KNOW IF THEY HAVE TO PAY MORE BECAUSE
OF THEIR REAL ESTATE THAT THEY OWN AND THE EXTENT OF
EQUIPMENT THAT THEY OWN THAN EITHER WEST STATE OR CASCADE
GENERAL?

A. I DON'T RNOW HOW MUCH EQUIPMENT EITHER -- ANY
OF THOSE OTHER COMPANIES OWN OR HOW MUCH REAL ESTATE THAT
THEY LEASE FROM THE PORT OR PAY THE PORT.

Q. ARE YOU AWARE OF WHETHER OR NOT, SINCE APRIL OF

'89, CASCADE EITHER -- EITHER CASCADE OR WEST STATE HAS

e
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EXCESS CAPACITY OR UNDERUTILIZED CAPACITY; IN OTHER WORDS,
WHETHER THEY COULD TAKE ON MORE WORK SINCE APRIL OF '897?
MR. RANDLES: YOU MEAN --
BY MR. MINER:
Q. WITHOUT EXPANDING THEIR FACILITIES, WITHOUT
ADDING MANAGEMENT, WITHOUT ADDING MORE FINANCIAL CAPABILITY,
WHETHER --
A. I'M SURE THEY COULD HAVE, YEAH.
Q. —-- GIVEN THEIR EXISTING CAPACITY, AS OF APRIL
OF '89 TO THE PRESENT AND WHAT IT HAS BEEN, WHETHER THEY
COULD TAKE ON MORE WORK AT VARIOUS PERIODS OF TIME.
MR. RANDLES: I OBJECT. I DON'T THINK YOU'VE
LAID A FOUNDATION. I DON'T THINK THIS WITNESS IS IN A
POSITION TO KNOW WHAT THE CAPACITY OR LACK THEREOF,
PARTICULARLY THE FINANCIAL ASPECT, GREG.
BY MR. MINER:
Q. ° WELL, ARE YOU GENERALLY AWARE OF WHETHER OR NOT
THE OTHER COMPETITORS TO YOUR COMPANY, TO NORTHWEST MARINE,
THE OTHER COMPETITORS THERE HAVE BEEN —-- HAVE BEEN RUNNING
AT FULL CAPACITY EVERY MONTH SINCE APRIL OF '897?
MR. RANDLES: SAME OBJECTION.
MR. SCHWARTZ: I CAUTION MR. ENGLE AGAIN NOT TO
SPECULATE IF HE DOESN'T KNOW THE ANSWER.
THE WITNESS: I KNOW THE ANSWER, THEY HAVE NOT

RUN AT FULL CAPACITY, AND THEY CANNOT IN THIS BUSINESS.

»
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WE'RE IN A CYCLICAL BUSINESS AND WHEN YOU'RE IN A CYCLICAL
3USINESS, YOU'RE GOING TO HAVE MONTHS WHEN NOBODY HAS
LNYTHING TO DO.
YOUR QUESTION, AS POSED, WAS THERE ANY MONTH

#HEN THEY WERE NOT RUNNING AT FULL CAPACITY. 1IN THIS
3USINESS, BY DEFINITION, YOU HAVE TO HAVE THAT PROBLEM.
3Y MR. MINER:

Q. AND THAT'S BECAUSE OF THE CYCLICAL NATURE OF

THE SHIP REPAIR BUSINESS ITSELF?

A. THAT'S RIGHT.
Q. DO YOU KNOW WHETHER OR NOT NORTHWEST MARINE HAD 2

3£EN RUNNING CLOSER TO 100 PERCENT CAPACITY THAN EITHER OF

TS COMPETITORS IN PORTLAND SINCE APRIL OF '897?
MR. RANDLES: OBJECTION. NO FOUNDATION.  3

THE WITNESS: NO, I DON'T. : ;

BY MR. MINER: |
Q. DID YOU ANALYZE THE COMPETITION, THAT'S CASCADE

GENERAL AND WEST STATE, BEFORE THE STOCK BUY-OUT?

JETC YRR IO R L

DID YOU TAKE A LOOK AT, IN OTHER WORDS, THE --
WZAT PORTION OF THE BUSINESS WEST STATE AND CASCADE WERE
GCETTING AND WHAT THEY WERE BIDDING AND WHERE THEIR STRENGTHS
WERE, WHERE THEIR WEAKNESSES WERE OF EACH ONE OF THOSE

COMPANIES BEFORE THE STOCK BUY-OUT?

T e e LI PR SR T S SN

A. INFORMATION WAS PROVIDED TO ME FROM BILL ZAVIN

45 TO HIS OPINIONS, AND HE -- AS FAR AS THE MARKET SHARE,

AT L
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THAT'S PUBLIC INFORMATION WHICH I ASCERTAINED FROM THE PORT.

Q. DID ZAVIN GIVE YOU A WRITTEN OR ORAL REPORTS?
A. ORAL.
Q. CAN YOU RECALL WHETHER HE REPORTED TO YOU WHAT

THE VARIOUS COMPANIES WERE EACH USING AS AN EFFECTIVE BID
RATE?

A. HE NEVER REPORTED THAT TO ME.

Q. IF THE PORT OF PORTLAND HAD REFUSED TO FORGIVE
THE DEBT OWED TO IT BY NORTHWEST MARINE, IS IT YOUR
TESTIMONY THAT THAT WOULD HAVE KILLED THE STOCK BUY-QUT
DEAL? |

A, ABSOLUTELY.

Q. IS IT YOUR RECOLLECTION THAT THE OTHER
CREDITORS WHO WERE FORGIVING ANY DEBT HAD ALREADY AGREED TO
DO THAT AS OF THE TIME THAT THE PORT WAS FACED WITH THE

DECISION TO FORGIVE DEBT OR NOT?

A. (NO AUDIBLE RESPONSE.)
Q. IN OTHER WORDS, THE OTHERS WERE LINED UP?
A. I THINK THE OTHERS WERE LINED UP. I THINK WE

HAD ALL THE DUCKS IN A ROW BUT THE PORT.

Q. IN YOUR ANALYSIS --— AND I DON'T KNOW WHETHER
YOU LOOKED AT THIS ISSUE OR NOT -~ WAS THERE ANY ECONOMIC
BENEFIT TO THE PORT IN HAVING SOUTHWEST MARINE COME IN AND
BUY UP NORTHWEST MARINE'S STOCK, TAKE OVER A GOING CONCERN

AND KEEP THAT CONCERN GOING?
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; A.  SURE.
2 Q. AND WHAT WOULD THAT HAVE BEEN?
3 A. WELL, I AGREED TO PAY 'EM A MILLION BUCKS OR
4 SOMETHING OUT OF PROFITS, WHICH IS AN ECONOMIC BENEFIT.
5 Q. AND THAT'S WHAT YOU'RE NOT SURE WHETHER ANY
6 PAYMENTS HAVE BEEN MADE? ' |
7 A, I DON'T KNOW IF THEY HAVE OR HAVEN'T. BUT I
8 HAVE AN OBLIGATION TO PAY IT SO, I MEAN, IF WE MAKE A
9 PROFIT, THEY GET PAID. AND I GAVE THEM A LETTER OF CREDIT,
10 WHICH THEY LIKED.
11 - Q. RIGHT. I THINK THAT WAS ABOUT A MILLION AND A
12 HALF LETTER OF CREDIT?
13 A. SOMETHING LIKE THAT. AND MAYBE I EVEN PAID
14 SOME -- I DON'T RECALL BUT I THINK WE AGREED TO PAY SOME
15 CURRENT CHARGES THAT WERE ONGOING AT THE TIME OF DISCUSSION.
16 I DON'T KNOW THE DATE. THAT, WE AGREED TO PAY, WHICH IF THE
17 NORTHWEST MARINE HAD BEEN TANKED, THEY WOULDN'T HAVE GOT ANY
18 OF THAT MONEY.
19 MR. SCHWARTZ: FOR SHIP WORK IN PROGRESS? :
20 THE WITNESS: FOR SHIP WORK IN PROGRESS, RIGHT.
21 BY MR. MINER:
22 Q. FOR PORT TARIFFS?
23 A. TARIFFS AND THEIR FEE. WHAT DO THEY CALL IT?
24 . USER FEE?
25 Q. I BELIEVE THAT'S RIGHT.
———— E —————————————— ]
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A. = RIGHT.

Q. ARE YOU FAMILIAR WITH HOW THAT MILLION DOLLAR
FIGURE WAS ARRIVED AT? WAS IT JUST NEGOTIATED BACK AND
FORTH OR WAS IT A FIGURE THAT --

A. NEGOTIATED.

Q. , I GOT ONE OTHER EXHIBIT I WANTED TO SHOW YOU.
MARK THIS EXHIBIT 2.

(ROBERT WOODELL LETTER TO ART ENGEL, 3-28-89,

MARKED PLAINTIFF'S EXHIBIT 2 FOR IDENTIFICATION.)
BY Mk. MINER:

Q. LET ME SHOW YOU WHAT'S BEEN MARKED AS EXHIBIT

MR. SCHWARTZ: DO YOU HAVE ANOTHER COPY?
MR. MINER: UNFORTUNATELY, THAT'S THE ONLY ONE.
MR. SCHWARTZ: TI'LL READ OVER HIS SHOULDER.
BY MR. MINER:
Q. THIS IS A LETTER FROM BOB WOODELL, PORT OF
PORTLAND, TO YOU, DATED MARCH 28, 1989.
AND IT ADDRESSES THE -- SOME OF THE TERMS OF
THE AGREEMENT THAT WE'VE BEEN TALKING ABOUT TODAY. I'LL LET
YOU TAKE A LOOK AT IT BEFORE I ASK YOU ANY QUESTIONS.
A. OKAY.
Q. THE ITEM 1 ON PAGE 1 SAYS, "THE PORT WILL
RECEIVE FROM THE SHAREHOLDERS OF NORTHWEST AN ASSIGNMENT OF

62.5 PERCENT OF THE PAYMENTS TO BE MADE PURSUANT TO

- — TR
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PARAGRAPQ S OF THE AGREEMENT." AND THAT'S THE LETTER
AGREEMENT THAT WE TALKED ABOUT EARLIER, FEBRUARY 23, 1989,
BETWEEN SOUTHWEST AND NORTHWEST.
ARE YOU AWARE OF HOW THE $100,000 FIGURE,
"SOUTHWEST SHALL GUARANTEE", IN THE NEXT SENTENCE THERE,
"THAT THE PORT WILL BE PAID A MINIMUM OF A $100,000 PER YEAR
FOR THE YEARS ENDING," AND THEN IT'S THE NEXT FIVE YEARS,
MAY 31, '91 , '92, 1993, 1994 AND '957?
A. NO, I'M NOT.
MR. SCHWARTZ: HOW IT WAS ARRIVED AT, COUNSEL?
MR. MINER: RIGHT. HOW THAT $100,000 MINIMUM
WAS ARRIVED AT. |
THE WITNESS: NO.
BY MR. MINER:
Q. ARE THERE ANY DOCUMENTS THAT YOU'RE AWARE OF
THAT WOULD SHOW HOW THE MILLION DOLLARS OUT OF PROFITS OF
NORTHWEST MARINE WAS ARRIVED AT?
A. NO.
Q. IN OTHER WORDS, A PROJECTION OF NORTHWEST
MARINE AS TO HOW FAST, IF AT ALL, THAT MILLION DOLLARS WOULD
BE GENERATED?
A. NO.
Q. AT THE TIME THAT NORTHWEST MARINE'S STOCK WAS
BOUGHT OUT BY SOUTHWEST MARINE, IS IT YOUR TESTIMONY THAT

THERE WAS ENOUGH WORK TO SPREAD AROUND AMONGST THE THREE
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CONTRACTORS?

‘ MR. RANDLES: I OBJECT. TI DON'T KNOW WHAT THAT
MEANS, SPREAD AROUND ENOUGH WORK. ‘
BY MR. MINER:

Q. WAS THERE --

MR. RANDLES: FOR WHAT PURPOSE UNDER WHAT
SCENARIO?
BY MR. MINER:

Q. WAS THERE ENOUGH WORK AVAILABLE FOR ALL THREE
CONTRACTORS SO THAT THEY COULD, EACH ONE OF THEM COULD,
PROFIT?

A. I HAVE NO IDEA.

MR. SCHWARTZ: WELL, I'M GOING TO ---
BY MR. MINER:
Q. DO YOU KNOW WHETHER, SINCE THAT TIME, THERE'S
BEEN ENOUGH WORK THERE FOR ALL THREE CONTRACTORS --
MR. RANDLES: OBJECTION. NO FOUNDATION.
BY MR. MINER:
Q. -— SO THEY CAN OPERATE PROFITABLY?
MR. RANDLES: SAME OBJECTION.
THE WITNESS: I HAVE NO IDEA.
BY MR. MINER:

Q. SINCE APRIL OF '89 DO YOU KNOW WHETHER OR NOT

THE PORTLAND SHIP REPAIR YARD HAS BEEN MORE COMPETITIVE THAN

ANY OF THE OTHER WEST COAST SHIP REPAIR YARDS, WHETHER

]
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COMPETITiON IS STIFFER THAN ANY OF THE OTHER WEST COAST SHIP
YARDS?
" MR. RANDLES: OBJECT. NO FOUNDATION AS TO WHAT
TYPE OF WORK, DURING WHAT PERIOD OF TIME, WHAT KIND OF
VESSELS.
MR. SCHWARTZ: CALLS FOR SPECULATION. IF HE
BELIEVES THERE'S A PERIOD OF TIME, HE CAN SAY SO, IF IT'S
NOT GENERALLY THE SAME FROM YARD TO YARD.
THE WITNESS: I DON'T QUITE UNDERSTAND THE
QUESTION.
MR. RANDLES: SO I DON'T INTERRUPT, LET ME HAVE
THE OBJECTION, 'CAUSE I THINK YOU NEED TO PROVIDE THAT
INFORMATION AND I OBJECTED FOR THE RECORD. I'LL HAVE MY
OBJECTION, YOU HAVE THE QUESTION, SO I DON'T HAVE TO
INTERRUPT HERE.
BY MR. MINER:
Q. DO YOU KNOW WHETHER OR NOT, SINCE APRIL OF '89,
THE COMPETITION AMONG THE THREE REPAIR CONTRACTORS IN
PORTLAND HAS BEEN MORE VIGOROUS, STIFFER, TOUGHER
COMPETITION THAN -- ON A SHIP-BY-SHIP BASIS, WHETHER YOU'RE
TALKING ABOUT GOVERNMENT WORK OR COMMERCIAL WORK -- THAN IT
HAS BEEN IN THE OTHER SHIP REPAIR YARDS ON THE WEST COAST
WHERE YOUR COMPANY OPERATES?
MR. RANDLES: SAME OBJECTION.

THE WITNESS: NO, I DON'T THINK IT'S ANY

s
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TOUGHER.
BY MR. MINER:

Q. WHY NOT?

A. YOU JUST ASKED ME MY OPINION. SAN DIEGO IS A
TOUGH MARKET.

Q. WHO ARE YOUR PRINCIPAL COMPETITORS DOWN HERE?

A. CONTINENTAL MARITIME, NATIONAL STEEL, CAMPBELL
AND PACIFIC SHIP.

Q. AND ARE THEY MOSTLY COMPETING FOR THE
GOVERNMENT WORK?

A. YES.

Q. WHAT ABOUT AT PORTLAND AS COMPARED TO

SAN FRANCISCO OR SAN PEDRO, HAS IT BEEN --

A. WELL, THERE'S NOT THAT MUCH COMPETITION IN
PORTLAND -- I MEAN IN SAN PEDRO ANYMORE OR SAN FRANCISCO
ANYMORE.

Q. HAS THE COMPETITION OR THE LEVEL OF COMPETITION

IN PORTLAND INCREASED SINCE APRIL OF '897?

MR. RANDLES: SAME OBJECTIONS AS PREVIOUSLY; NO
FOUNDATION.

THE WITNESS: WELL, THERE'S THREE COMPANIES IN
APRIL OF '89 AND THERE'S THREE COMPANIES NOW. THEY'RE ALL
VYING FOR THE SAME MARKET.
BY MR. MINER:

Q. HAS THE ABILITY OF ANY ONE OF THOSE COMPANIES
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TO COMPETE WITH THE OTHER INCREASED OR DECREASED SINCE APRIL
OF '897
MR. RANDLES: OBJECTION.
BY MR. MINER:
0. HAVE ONE OR ANOTHER OF THE COMPANIES BECOME
STRONGER OR WEAKER THAN IN APRIL OF '89?
MR. RANDLES: OBJECTION.
THE WITNESS: I DON'T KNOW.
BY MR. MINER:
0. ARE YOU AWARE IF NORTHWEST MARINE TRIED TO SELL
ITS STOCK TO ANY OTHER CREDITOR PRIOR TO THE SOUTHWEST
MARINE DEAL?
A. I HAD HEARD THAT THEY HAD, YES.

Q. CAN YOU RECALL WHO THEY TRIED TO SELL THEIR

STOCK TO? OR IS IT THE SAME ANSWER THAT YOU GAVE EARLIER?

A. SAME ANSWER.

Q BILL ZAVIN TALKING ABOUT BATH IRON WORKS AND ~--
A. RIGHT.

Q. -— INGLES?

A SAME ANSWER.

Q. HAVE YOU EVER BEEN OF THE OPINION THAT THE

LEVEL OF COMPETITION, LEVEL OF BUSINESS COMPETITION, IN
PORTLAND WAS STIFFER THAN WHAT WOULD BE CONSIDERED NORMAL?
MR. RANDLES: OBJECTION. GREG, I DON'T KNOW

WHAT "NORMAL" IS, AND YOU HAVEN'T ALSO IDENTIFIED WHAT TYPE
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BY MR. MINER:

Q. WELL, SINCE MOST OF THE WORK DONE THERE IS
COMMERCIAL, IN OTHER WORDS IT'S CERTAINLY MORE COMMERCIAL
THAN GOVERNMENT WORK, DO YOU BELIEVE THAT THERE -- DO YOU
BELIEVE SINCE -- AT ANY TIME THAT YOU'RE FAMILIAR WITH
PORTLAND SHIP REPAIR YARD, THAT THERE'S BEEN A PERIOD OF
TIME WHERE THERE'S BEEN A MORE NORMAL LEVEL OF BUSINESS
COMPETITION IN THE COMMERCIAL WORK THAN NOW?

MR. RANDLES: SAME OBJECTION.

THE WITNESS: NO. THERE'S BEEN THREE PEOPLE
THERE ALL THIS TIME. WHAT THEY DID PRIOR TO US ACQUIRING
NORTHWEST MARINE, I HAVE NO KNOWLEDGE OF. BUT IT'S BEEN
BASICALLY THE SAME. THEY BID THE MARKET. IF THERE'S NOT
MUCH WORK IN THE PORT IN A PARTICULAR YARD, THEY'RE ALL
CHEAPER. IF THE YARD IS FULL, THEN THEIR PRICES GO UP
ACCORDINGLY.
BY MR. MINER:

Q. IF THE WORK IS SHRINKING -- AND I DON'T KNOW
THAT HAS AT ANY POINT SINCE APRIL OF '89 TO THE PRESENT --

BUT IF THE WORK SHRINKS, DO YOU KNOW WHETHER OR NOT ONE OF

THE THREE CONTRACTORS IN PORTLAND IS BETTER EQUIPPED TO GET

THAT WORK THAN THE OTHER TWO?

MR. SCHWARTZ: DO YOU UNDERSTAND WHAT HE MEANS

BY "BETTER EQUIPPED"?

88
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THE WITNESS: NO. NO, I DON'T UNDERSTAND WHAT
YOU MEAN.
BY MR. MINER:
Q. HAVE YOU EVER LOOKED AT -- HAS THERE BEEN ANY
PERIOD OF TIME SINCE APRIL OF '89 WHERE THE LEVEL OF WORK

THERE HAS SHRUNK?

A. CYCLICALLY, YEAH.
Q. . SOME DOWNTIME?
A. ONLY ON A MONTHLY BASIS. I THINK THE PORT OF

PORTLAND DOLLARS IN SHIP REPAIR HAS CONTINUED TO GROW
OVERALL. BUT AGAIN, THAT'S ONLY MY -- THAT'S AN ESTIMATE
THAT I'VE GOT. THE PORT KNOWS THE ANSWER TO THAT.

Q. DO YOU HAVE AN OPINION WHY THAT HAS OCCURRED,
WHY THE TOTAL REVENUE THE PORT IS ABLE TO GENERATE OR THE
LEVEL OF WORK THAT'S GOING TO THE PORT HAS INCREASED SINCE

APRIL OF '897?

A, MORE SHIPS ARE COMING IN.
Q. DO YOU KNOW WHY THAT IS?
A. WE BROUGHT IN SOME THAT NORMALLY MAY NOT HAVE

BEEN THERE, TUSTANENA (PH) IS AN EXAMPLE.

Q. THE ALASKAN FERRY JOB?

A. YEAH.

Q. HOW WERE YOU ABLE TO BRING THAT ONE IN?

A. IT WAS A BONDED JOB AND I BID ON IT.

Q. AND IT WOULDN'T HAVE OTHERWISE GONE TO PORTLAND
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IF SOUT&WEST MARINE HADN'T BEEN READY TO BID —-- OR NORTHWEST
AFTER THE SOUTHWEST BUYOUT?
A. - I THINK THAT'S CORRECT, YES.
Q. HOW DO YOU KNOW THAT?
MR. RANDLES: OBJECTION. THAT'S ASKED AND
ANSWERED. I BELIEVE YOU ASKED AND HE'S ANSWERED.
MR. MINER: NO, I DON'T THINK SO. WE'RE
TALKING ABOUT A SPECIFIC JOB.
MR. RANDLES: HE'S TALKING ABOUT A BONDED JOB.
THE WITNESS: I DON'T THINK THE OTHER COMPANIES
HAVE.THE BONDING CAPABILITY TO THE SIZE OF THE JOB THE
TUSTANENA (PH) WAS. THAT AGAIN IS SPECULATION. I'M NOT
POSITIVE. 1I'M NOT PRIVY TO THEIR FINANCIAL STATEMENTS.

BY MR. MINER:

Q. OKAY. ARE THERE ANY OTHER SHIPS THAT YOU
THINK —- )

A. THE STANLEY.

Q. -- YOUR BUY-OUT OF NORTHWEST MARINE STOCK

BROUGHT TO THE PORT?
A. STANLEY.
Q. AND WHY DO YOU THINK THAT'S THE CASE?
MR. SCHWARTZ: WELL, HE'S ANSWERED THAT
QUESTION.
MR. MINER: BUT THIS IS NOT A BONDED JOB.

THE WITNESS: IT'S A GOVERNMENT JOB.

iE et LR

Mt e A A S Wy VT o

S 2 St

Szut Ln bribaind

g g e 6, T

S1018339

NWMAR135783




[P ——

[P

10

11

12

14

15

16

17

18

19

20

21

22

23

24

25

® o 91

MR. SCHWARTZ: IT'S A GOVERNMENT --
THE REPORTER: ONE AT A TIME.
THE WITNESS: IT'S AN MSR CONTRACT. NEITHER OF
THE OTHER TWO COMPANIES HAVE MSR'S.
BY MR. MINER:
Q. WHEN YOU SAID BEFORE THAT THE NAVY REQUIRES
THAT, DO THEY REQUIRE IT NO MATTER WHAT THE SIZE OF THE JOB
IS, THE NAVY JOB, OR IS THERE A CERTAIN DOLLAR VOLUME THAT
IT HAS TO REACH BEFORE MSR REQUIREMENTS KICK IN?
A. WHATEVER THE SIZE.
Q. ARE THERE ANY OTHER SHIPS THAT YOU CAN THINK
OF, OTHER THAN THE TUSTANENA AND THE STANLEY, THAT THE
SOUTHWEST ACQUISITION OF NORTHWEST TRIGGERED THOSE SHIPS
COMING TO PORTLAND?
A. WELL, THAT ONE CRUISE SHIP THAT WAS SORT OF IN
THE MIDDLE THAT -- I DON'T REMEMBER NOW, THE NEW AMSTERDAM

OR THE SAGERFORD (PH).

Q. WHEN YOU SAY "SORT OF IN THE MIDDLE", WHAT DO
YOU MEAN?
A. WELL, THEY WERE -- I THINK I PREVIQUSLY

TESTIFIED THAT WAS PART OF THE REASON OF US BEING INTERESTED
IN THE CONTINUING OPERATIONS, THAT THERE WAS A CRUISE SHIP
THAT NORTHWEST MARINE HAD UNDER CONTRACT.

Q. YOU MENTIONED THE STANLEY, THE TUSTANENA AND

THE MIDBODY WORK DONE ON THE KEYSTONE CANNON.
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% 1 A.’ NOT ON THAT QUESTION I DIDN'T. YOU ASKED ME
2 MUCH EARLIER --
3 Q. SORRY.
4 A. -- ABOUT THE CONTINUITY ON THE STOCK PURCHASE
5 AND I EXPLAINED AT THE TIME THAT THERE WAS RELATIONSHIPS AND
6 A COUPLE OF CONTRACTS, ONE BEING A MILITARY CONTRACT AND ONE
% 7 BEING A CRUISE SHIP CONTRACT. AND THAT CRUISE SHIP, WE
; 8 ULTIMATELY FULFILLED THEIR -- NORTHWEST MARINE'S CONTRACTUAL
% 9 COMMITMENTS AND COMPLETED THE JOB.
% 10 Q. AND THAT WAS EITHER, TO YOUR RECOLLECTION, THE
# 11 NEW AMSTERDAM OR THE --
§ 12 A. IT WAS EITHER NEW AMSTERDAM OR ROTTERDAM. I
f 13 DON'T REMEMBER WHICH ONE.
P14 Q. HAS SOUTHWEST MARINE EVER HAD THE OPPORTUNITY
15 TO BECOME THE SOLE CONTRACTOR AT PORTLAND SHIP REPAIR YARD?
16 A, HAVE WE HAVE HAD THE OPPORTUNITY?
17 Q. RIGHT.
18 A. NO. )
19 Q. HAVE YOU EVER HAD THE OPPORTUNITY TO BECOME ONE
20 OF TWO, IN OTHER WORDS NARROW THE NUMBER TO TWO?
21 A. NO.
22 Q. ARE YOU AWARE OF WHETHER OR NOT, PRIOR TO THE
23 STOCK BUY-OUT, NORTHWEST MARINE HAD TO FIGURE AS PART OF ITS
24 EFFECTIVE BID RATE REPAYMENT OF DEBTS THAT IT OWED TO THE
25 PORT OF PORTLAND; IN OTHER WORDS, WHETHER IT HAD TO
lLlllllIIIIIII--------t—
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CALCULATE, IN FIGURING HOW IT BID A JOB, THAT PORTION OF ITS
DEBT THAT IT OWED TO THE PORT OF PORTLAND?
A. NO, I AM NOT AWARE OF IT.

MR. RANDLES: GREG, I HAVE ABOUT FIVE MINUTES
OF QUESTIONS. DO YOU WANT ME TO DO THAT --

MR. MINER:. I'M ALMOST DONE.

MR. RANDLES: OKAY.

MR. MINER: WHY DON'T YOU GO AHEAD.

MR. RANDLES: OKAY.

EXAMINATION
BY MR. RANDLES:
Q. MR. ENGLE, MY NAME IS GUY RANDLES. FOR THE
RECORD, I DO REPRESENT THE PORT OF PORTLAND IN THIS CASE.

PRIOR TO SOUTHWEST COMING INTO THE PORTLAND

SHIP REPAIR YARD, HAD IT COME -- HAD IT TAKEN OVER ANY OTHER
TROUBLED -- FINANCIALLY TROUBLED YARDS? g
A.  YEAH. ’ %

. 2]

Q. WHAT -- IN WHAT SITUATIONS HAD SOUTHWEST COME -

IN? | B
i

A. THREE OF 'EM. {

M

Q.  WHAT YARDS? .

A. WE BOUGHT THIS YARD HERE. THIS USED TO BE Ty

SAN DIEGO MARINE CONSTRUCTION AND IT WAS OWNED BY CAMPBELL h
¢

INDUSTRIES, AND THEY HAD PROBLEMS FINANCIALLY AND I BOUGHT E
¢

¥
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THE SAN DIEGO MARINE CONSTRUCTION DIVISION FROM CAMPBELL,
WHICH WE'RE PRESENTLY SITTING ON.

IN SAN FRANCISCO -- NO, THE NEXT YARD WAS IN --

WAS IN LOS ANGELES. BETHLEHEM CLOSED THE YARD DOWN 'CAUSE
OF LABOR DISPUTES AND THE YARD WAS IN A STATE OF -~ WAS SHUT
DOWN. AND THEY SOLD IT TO US, SO WE TOOK IT OVER AND ;
REBUILT IT.

AND THE NEXT YARD WAS IN SAMOA. THAT WAS
OPERATED BY THE AMERICAN SAMOA GOVERNMENT. THEY WERE LOSING
MONEY EVERY YEAR AND THEY WENT OUT ON A PRIVATIZATION
CONTRACT AND GAVE IT TO US.

AND THE NEXT YARD AFTER THAT WAS TODD
SEATTLE —-- NO, TODD SAN FRANCISCO AND WE BOUGHT THAT E
FACILITY FROM TODD OUT OF THE BANKRUPTCY COURT. f‘

MR. SCHWARTZ: DOES THE NAME CALIFORNIA SHIP
BUILDING AND DRY DOCK ALSO --

THE WITNESS: OH, THAT'S RIGHT. CALIFORNIA
SHIP BUILDING AND DRY DOCK WAS BANKRUPT OR CLOSE TO ’
BANKRUPTCY AND I BOUGHT THAT YARD.

BY MR. RANDLES:

Q. AND SOME OF THESE WERE ASSET DEALS?

A. YEAH.

Q. I READ --

A. MOST OF THEM WERE ASSET DEALS.

Q. SO YOU KNOW WHAT YOU'RE SPEAKING OF WHEN YOU

51018343
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SATID YOU WOULD HAVE COME IN TO TAKE OVER NORTHWEST ASSETS IF
THE STO&K PURCHASE AGREEMENT HADN'T WORKED OUT IN THAT FORM?
A. NO QUESTION.
MR. MINER: ALL THOSE HAPPENED BEFORE APRIL OF
'89, THAT'S WHAT I UNDERSTOOD YOU TO SAY.
THE WITNESS: OKAY.
BY MR. RANDLES:
Q. I READ THAT ONE OF YOUR MOTIVES FOR COMING INTO
THE PORTLAND SHIP REPAIR YARD WAS TO BRING NAVY WORK FROM
SEATTLE TO PORTLAND. WAS THAT PART OF YOUR MOTIVATION?
A. YES, IT WAS, BECAUSE THERE WAS ONLY, AT THE
TIME, WITH LOCKHEED CLOSING IN SEATTLE, THERE WAS ONLY TODD
LEFT UP THERE TO DO NAVY WORK, AND NORTHWEST MARINE HAD A
MASTER REPAIR CONTRACT AND I FELT THAT NORTHWEST MARINE

COULD BE SUCCESSFUL IN COMPETING IN THE PACIFIC NORTHWEST

FOR HOME PORT RESTRICTED SHIPS.

Q. OKAY. IS PORTLAND PART OF THE HOME PORT FOR
SEATTLE?

A. YES.

Q. AND IF YOU HAD SUCCEEDED IN BRINGING THIS NAVY

WORK DOWN FROM SEATTLE, THAT WOULD HAVE HAD THE EFFECT OF
ACTUALLY INCREASING THE TOTAL VOLUME OF PORTLAND'S SHIP
REPAIR YARD?

A. YES.

Q. DO YOU BELIEVE THE RATES CHARGED FOR SHIP

N
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REPAIR WORK AT PORTLAND ARE AFFECTED BY COMPETITION IN OTHER

DOMESTIC YARDS AND ALSO. FOREIGN COMPETITION?
A. I DON'T UNDERSTAND YOUR QUESTION.

Q. DO YOU THINK THE BID RATES THAT MIGHT BE

CHARGED AT PORTLAND ARE AFFECTED BY COMPETITION, FOREIGN AND

DOMESTICALLY, AT OTHER YARDS?

A. NO QUESTION.

Q. MR. MINOR ASKED YOU IF THE STOCK PURCHASE
ARRANGEMENT WAS CONTINGENT UPON THE PORT APPROVAL OF THE
DEBT FORGIVENESS AND YOU SAID THAT IT WAS.

WAS THE STOCK PURCHASE AGREEMENT ALSO
CONTINGENT UPON FORGIVENESS BY SAFE AND THE BANKS?

A. YES, BECAUSE AT THE TIME IT WAS A WHOLE
PACKAGE. IT WAS ALL OR NOTHING.

AND I THINK, WHEN I GOT TO THE FINAL
NEGOTIATIONS WITH THE PORT, SAFE HAD ALREADY AGREED OR WAS
CLOSE TO AGREEING AT THE SAME TIME AND WE HAD THE OTHER

UNSECURED CREDITORS GOING IN THE DIRECTION THAT WE THOUGHT

‘WE WERE GOING TO BE SUCCESSFUL AT, AND I'D ALREADY HAD MY

MEETINGS WITH FIRST INTERSTATE BANK AND THAT OTHER SAVINGS
AND LOAN. I FORGET THE NAME OF IT.

MR. SCHWARTZ: WILLAMETTE?

THE WITNESS: WITH WILLAMETTE, RIGHT.
BY MR. RANDLES:

Q. IF THE PORT ALONE HAD AGREED TO FORGIVE THE
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DEBT BUT NEITHER THE -- BUT THE BANKS OR SAFE OR SOME OTHER
PART Oé THE PUZZLE HAD NOT AGREED, WOULD THE STOCK PURCHASE
AGREEMENT HAVE GONE AHEAD?

A. NO. 1IN FACT, I TOLD THE GOVERNOR THAT, WHEN I
WENT TO SEE HIM, 'CAUSE I WANTED HIM TO SUPPORT ME WITH THE
PORT AND SAFE, AND I SAID IT'S AN ALL-OR-NOTHING DEAL.

Q. OKAY. WHEN YOU HAD YOQOUR DISCUSSIONS WITH THE
BANKS, FIRST INTERSTATE AND WITH WILLAMETTE SAVINGS AND
LOAN, WERE THEY INTERESTED IN TRYING TO SELL THE ASSETS,
THEY HAD SECURITY INTEREST ON, ON A GOING CONCERN VALUE
BASIS?

MR. MINER: fOU MEAN SELL THEM TO SOUTHWEST

MARINE?

MR. RANDLES: YES.

BY MR. RANDLES: il

Q. I MEAN, WERE THEY INTERESTED IN TRYING TO .;
FACILITATE YOU GETTING IN THERE ON A GOING CONCERN BASIS TO §
INCREASE THE VALUE OF WHAT THEY WOULD HAVE GOT AS OPPOSED TO . -ﬁ
LIQUIDATION?

A. I DON'T RECALL THAT. I DON'T KNOW.

Q. OKAY. WHEN YOU FIRST HAD DISCUSSIONS WITH

MR. ZAVIN, DID YOU FIND THE NORTHWEST PERSONNEL, KEY

MANAGEMENT PERSONNEL, WILLING TO STAY ON IF SOUTHWEST CAME

v R A SR T e P R S Y

INTO THE PICTURE?

A. ABSOLUTELY.
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Q. DO YOU HAVE CONFIDENCE THAT, EVEN IF THE STOCK
PURCHASE AGREEMENT HADN'T BEEN FORMALIZED, THAT YOU HAD MADE
ENOUGH CONTACTS WITH THE KEY MANAGEMENT PERSONNEL AT
NORTHWEST THAT THEY MIGHT HAVE THROWN THEIR LOT WITH
SOUTHWEST IF SOUTHWEST PURCHASED THE ASSETS OUT OF
LIQUIDATION?

A. WELL, I THINK IT WOULD -- THERE WOULD HAVE BEEN
A NUMBER OF THEM THAT CERTAINLY WOULD HAVE STAYED OR COME

OVER TO SOUTHWEST. I DID NOT KNOW THEIR OWN INDIVIDUAL

'FINANCIAL COMMITMENTS AND NOR COULD I GIVE THEM A TIME WHEN

I WOULD EXPECT THE BANKRUPTCY COURT TO APPROVE THE SALE, SO
I'M SURE WE WOULD HAVE LOST SOME OF THE QUALITY PLAYERS IN
THE TRANSITION BECAUSE I COULDN'T GUARANTEE THEM A JOB UNTIL
SUCH A TIME AS WE WERE AWARDED THE ASSETS OF THE COMPANY.

Q. IS THAT SOMETHING, THOUGH, YOU WOULD HAVE
ENDEAVORED TO DO WITH MR. ZAVIN HIMSELF OR OTHERS, TO TRY TO
IDENTIFY THE KEY PERSONNEL AND TRY TO MAKE SURE THEY WERE
PART OF THE SOUTHWEST ACQUISITION?

A. NO QUESTION WE WOULD HAVE TRIED THAT.

Q. DID YOU EVER ASSUME, FOR PURPOSES OF YOUR
ANALYSIS OF THE NORTHWEST bPPORTUNITY, THAT SOUTHWEST WOULD

BE THE SOLE COMPETITOR AT THE PORTLAND SHIP REPAIR YARD?

A. DID I EVER ASSUME IT?
Q. RIGHT.
A. NO.
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Q. IT IS MY UNDERSTANDING AND I'M -- I DON'T -- I
CAN'T'REPRESENT TO YOU ONE WAY OR ANOTHER, BUT MY
UNDERSTANDING THAT W.S.I. DOES HAVE A MASTER SHIP REPAIR
CERTIFICATION FOR THE NAVY. BUT IS THAT ENOUGH ALONE TO BE
ABLE TO GET, SAY, FOR INSTANCE, NAVY COMBATANT WORK OR DOES
THE NAVY, BEFORE AWARDING THE CONTRACT, ALSO LOOK AT QUALITY
ASSURANCE CAPABILITIES, FINANCIAL CAPABILITIES AND THAT SORT
OF THING?

A. YES, THEY DO. ON A PREAWARD SURVEY THEY
ASCERTAIN WHAT CAPABILITIES YOU HAVE.

Q. DID SOUTHWEST MARINE ON ITS OWN OPPOSED TO THE

NEW THREAT UPGRADE PROGRAM?

A. YES. g

Q. WAS THAT OUT OF THE SAN DIEGO YARD? §

A. YES. 3

Q. DID SOUTHWEST ACTUALLY PUT SOME MONEY IN OR %
PROVIDE FINANCING TO NORTHWEST BEFORE THE DEBT SETTLEMENT g
AGREEMENT WAS APPROVED? ’ E
A. YES. '%

Q. WAS THAT A SIGN THAT SOUTHWEST WAS GOING TO -- -g
INTENDED TO BE IN THE PORTLAND SHIP REPAIR YARD? %
A. IN MY ESTIMATION IT WAS, YEAH. WE WERE AT ;

RISK. '%
MR. RANDLES: OKAY. I DON'T HAVE ANY FURTHER §

QUESTIONS. THANK YOU. ?
)

1
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. EXAMINATION
BY MR. MINER:

Q. WHAT WAS THE REASON FOR DOING THAT, IF IT WAS
SO IMPORTANT TO HAVE THE DEBT FORGIVEN BY THE PORT, FIRST
INTERSTATE AND SAFE?

WHY DID YOUR COMPANY AGREE TO MAKE SOME -
INVESTMENT WITHOUT THE ASSURANCES THAT THAT DEBT WOULD BE
FORGIVEN?

A. IT WAS A‘GAMBLE ON MY PART. I WAS VERY
CONCERNED ABOUT ACQUIRING THE STOCK SO I COULD HAVE THE
CONTINUING OPERATIONS, THAT'S WHY I PAID A PREMIUM OVER
LETTING IT GO DOWN THE TUBES AND BUYING IT IN BANKRUPTCY.

Q. CAN YOU RECALL HOW MUCH YOU DID INVEST BEFORE
THE DEBT SETTLEMENT?

A. I MAY HAVE HAD A MILLION DOLLARS IN IT.

Q. WAS THAT TO KEEP OPERATIONS GOING? IS THAT

WHAT THE éURPOSE
A. YES.
Q. YOU DIDN'T DO THAT BECAUSE THERE WAS SOME OTHER
COMPANY THAT WAS COMPETING FOR THAT STOCK OF NORTHWEST
MARINE AGAINST SOUTHWEST?
A. NO.

Q. YOU INDICATED THAT RATES COULD BE EFFECTIVE --

AFFECTED IN THE PORTLAND SHIP REPAIR YARD BY FOREIGN AND

DOMESTIC COMPETITION.

S1018349
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“A. CORRECT.
Q. HOW IS THAT? HOW DOES THAT OCCUR?
A. WELL, IF A SHIP —-- IF YOU KNOW YOU'RE BIDDING

AGAINST FOREIGN SHIPYARDS, YOUR RATES MAY, BECAUSE YOU'RE

TAKING THE INDIVIDUAL JOB, THE MARKET, MAY GO UP OR DOWN

ACCORDINGLY.
Q. DOES --
A, SORT OF LAY THE PLAYING FIELD OUT FOR YOU.
Q. DOES THE EXTENT OF FOREIGN COMPETITION, DOES

" THE EXTENT OF FOREIGN COMPETITION ON ANY SHIP, HAVE ANYTHING

TO DO WITH WHETHER YOU HAVE TWO CONTRACTORS OR THREE
CONTRACTORS IN PORTLAND?

IN OTHER WORDS, THERE'S MORE LIKELY TO BE
GREATER FOREIGN COMPETITION OR ANY AT ALL IF YOU HAVE FEWER
CONTRACTORS IN PORTLAND?

A. NO.

Q. HOW DOES THE FOREIGN COMPETITION AND THE
DOMESTIC COMPETITION DETERMINE WHEN THEY'RE GOING TO BID ON
SHIPS IN PORTLAND?

DOES IT GO BY CATEGORY OF SHIP?

A. GOES BY THE SHIPOWNER. HE HAS THE OPPORTUNITY
TO DO WHAT HE WANTS TO DO. WE COMPLAIN ALL THE TIME 'CAUSE
WE BID AGAINST FOREIGN.

Q. WHAT DOES --

A. I JUST RECENTLY SENT A LETTER TO SHIP BUILDERS

S1018350
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OF AMERICA WHERE THE PORT OF PORTLAND LOST $35 MILLION IN

THE LAST THREE MONTHS.

Q. IS THAT ANY PARTICULAR TYPE OF SHIPS?
A. TANKERS ALL TO DRY DOCK 4.
Q. WHY DO THEY GO TO FOREIGN COMPETITION RATHER

THAN THE WEST COAST YARDS?

A, WHY?

Q. YEAH.

A. '"CAUSE THEY'RE CHEAP BASTARDS.

Q. THE LABOR RATES PRINCIPALLY ARE CHEAPER
OVERSEAS?

A, AND THE SHIPYARDS ARE SUBSIDIZED.

Q. HOW MUCH CHEAPER ARE THEY, SAY, COMPARED TO
PORTLAND?

A. YOU KNOW, THE ANSWER -- I DON'T KNOW THE ANSWER

TO THAT QUESTION. IT JUST DEPENDS ON WHAT THE SUBSIDY
ARRANGEMENTS ARE WORKING WITHIN THAT COUNTRY AT THE TIME.

MR. MINER: I APPRECIATE YOUR MAKING YOURSELF
AVAILABLE. I KNOW YOU'RE DARN BUSY. I APPRECIATE YOUR TIME
THIS MORNING. I HAVE NO OTHER QUESTIONS. THANK YOU.

MR. RANDLES: NO OTHER QUESTIONS.
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I DECLARE UNDER PENALTY OF PERJURY THAT THE

FOREGOING IS TRUE AND CORRECT.

Zon Do

EXECUTED ON Zﬂk%% 2 , 1991, AT
, CALIFORNIA.
ART EN

(THE DEPOSITION CONCLUDED AT 11:45 A.M.)

S1018352
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STATE OF CALIFORNIA)

COUNTY OF SAN DIEGO)

I, MARY C. HOFFMAN, CERTIFIED SHORTHAND REPORTER, DO
HEREBY CERTIFY:

THAT THE WITNESS IN THE‘FOREGOING DEPOSITION WAS BY
ME DULY SWORN; THAT THE DEPOSITION WAS THEN TAKEN BEFORE ME
AT THE TIME AND PLACE HEREIN SET FORTH; THAT THE.TESTIMONY
AND PROCEEDINGS WERE REPORTED STENOGRAPHICALLY BY ME AND
LATER TRANSCEIBED INTO TYPEWRITING UNDER MY DIRECTION; THAT

THE FOREGOING IS A TRUE RECORD OF THE TESTIMONY AND

PROCEEDINGS TAKEN AT THAT TIME.

IN WITNESS WHEREOF, I HAVE SUBSCRIBED MY NAME

rurs (&7 pay oF %1( , 199/ .

Mﬁﬁ%@i

CSR NO. 5011

S1018353
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IN THE CIRCUIT COURT OF THE STATE OF OREGON

2 | FOR THE COUNTY OF MULTNOMAH
3 WEST STATE, INC., )
4 an Oregon corporation )
) No. A9001-00320
)
5 Plaintiff, )
) NOTICE OF DEPOSITION
6 )  DUCES TECUM
V. )
7 )
PORT OF PORTLAND, )
8 a municipal corporation )
of the State of Oregon, and )
9 NORTHWEST MARINE, INC., an )
10 Oregon corporation, )
)
Defendants. )
11 )
12 7o: Mr. Art Engle
Southwest Marine
13 Foot of Sampson St.
14 San Diego, California 92113-0306
15 Please take notice that on Wednesday, July 17, 1991, at
16 9:00 a.m., plaintiff West State, Inc. will take the deposition of
17 Art Engle, Southwest Marine employee. This deposition will take
18 place at the offices of Southwest Marine, Foot of Sampson St, San
19 Diego, California 92113-0306 and will be conducted before a .
20 certified court reporter for the state of california. This
21 deposition is being taken in perpetuation of testimony and may be
22 used at trial because the witness is beyond the jurisdicational
23 1limits of the court.
24 You are hereby requested to bring with you at the time and
25 place of the deposition all documents, writings, and recorded
26 material in the possession of Southwest Marine, Inc., (whether
Page ~ BocLe&G
1 - NOTICE OF DEPOSITION LE&UATES
1400 KOIN Center
222 S.W. Columbia

Portland, OR 97201-6697
EXHIBIT (503) 222-1515

MARY C. HOFFMAN,

S1018354
NWMAR135798
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> relating td’the following:
3 1. Any analyéis of competition among the existing ship
4 Trepair contractors at the Portland Ship Repair Yard from
5 December, 1988 to the present.
6 2. Any analysis of the effoect on competition at the
v Portland Ship Repair Yard from December 1988 to the present if
8 Northwest Marine, Inc. or any of the other two contractors had
g gone out of business in 1989 or since that time.
10 3. Any alternative to the stock purchase of Northwest
11 Marine planned or considered by Southwest Marine in order to
12 become a contractor at the Portland Ship Repair Yard.
13 4. The extent to which Southwest Marine could have
14 obtained both government and commercial work at the Portland Ship
5 Repair Yard if Northwest Marine, Inc. had gone out of business in
16 1989.
17 5. Any analysis of the effect on bid rates for labor
18 (without overheéd) as a result of the buy-out of Northwest .
19 Marine, Inc.’s stock, or alternatively, if Northwest Marine, Inc.
2 had gone out of business.
1 DATED this 11th day of July, 1991.
” BOGLE & GATES
3
4
5 TRIAL ATTORNEY:
David L. Canary, OSB No.
%
W 3 - NOTICE OF DEPOSITION BoGLE& GATES
1400 KOIN Center
222 S.W. Columbia
Portland, OR 97201-6697
: (503) 222-1515
ol

authored by Southwest Marine, Inc. or someone else) referring or

S1018355
NWMAR135799
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| . CERTIFICATE OF SERVICE

I hereby certify that I served the foregoing PLAINTIFF'’S

[ %)

3 NOTICE OF DEPOSITION TO ART ENGLE on the following attorneys of

j record:

5 Guy Randles —fLwJ’Cvjk~b1~ﬂIL-*~1AiE§d.

Joan P. Snyder

6 STOEL, RIVES, BOLEY, JONES & GREY
900 SW Fifth Avenue

- Portland, Oregon 97204-1268

8 Jeanne M. Chamberlain
TONKON, TORP, GALEN, MARMADUKE & BOOTH
9 1600 Pioneer Tower

888 S.W. Fifth Avenue
Portland, Oregon 97204-2099

10
;] by mailing to the attorneys listed above, copies thereof

|> contained in a sealed envelope with postage prepaid, addressed to
;3 said attorneys at his/her last known address and deposited with

the United States Postal Service at Portland, Oregon on July 11,

|5 1991.

16 .

= BOGLE & GATES

18

19 ' D L. Canary |
Attorneys for Plaintiff

20

21

22 [4\el\wsilfavor\pld\cer-p.002)

23

24

25

26

P8¢ 3 _ CERTIFICATE OF SERVICE BOGLE& GATES

1400 KOIN Center

222 S.W. Columbia
Portland, OR 97201-6697
(503) 222-1515

S1018356
NWMAR135800
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"‘4 Port of-Portland

Box 3529 Portland. Oregon 97208
£03/231-500Q
TLX: 474-2039

March 28, 1989

Mr. Art Engel
President and CEO
Southwest Marine, Inc.
P.0. Box 13308

San Diego, CA 92113

PORTLAND SHIP REPAIR YARD ~ STOCK PURCHASE OF NORTHWEST MARINE -
LETTER OF UNDERSTANDING REGARDING RECENT NEGOTIATIONS

Dear Mr. Engel:

This letter confirms our receant discussions concerning the proposed
acquisition by Southwest Marine, Inc. ("Southwest”), of all of the
isgued and outstanding shares of capital stock of Northwest Marine
Iron Works (“Northwest”). The principal terms and conditions of the
Letter of Agreement ("Agreement”) dated February 23, 1989, between
Northwest and Southwest require the creditors of Northwest to execute
and deliver certain documents to effectuate the purposes and intent of
the Agreement. Subject to formal review and approval by the
Commission of the Port of Portland ("Port"™) of the final Settlement
Agreement between Northwest, Southwest, and the Port, and satisfaction
of the below listed terms and conditions, Port staff will recommend to
the Commission that it take necessary and appropriate action to permit
the purchase of Northwest by Southwest and to execute a Settlement
Agreement that will discharge and satisfy all existing indebtedness
owing from Northwest to the Port.

1. The Port will receive from the shareholders of Northwest an
assigoment of 62.5 percent of the payments to be made pursuant to
Paragraph 9-of ths Agreement. With respect to this assignment,
Southwest "shall guarsatee that the Port will be paid a minimm of
$100,000 per year for the years ending May 31, 1991, 1992, 1993,
1994, and 199S.

2. Southwest shall obtain and deliver to the Port, as beneficiary,
an irrevocable standby letter of credit in an amount not less
than $1,500,000 that will be available to be drawn on by the Port
upon failure of Northwest to pay obligations to the Port,
accruing from the close of business on March 28, 1989.

20000039

-~

COLUMBIA Port ot ~arar3 ortices wcaled in Porrang. O USA 3 : i Xl S
. =t : rana. Cregon U S.A Soise. caro. Ccago. ilincis. Jasrungton Z 5.
-_J_SN_A!(E “nnn Keng. Sl Sycney Tace: Tono
EXHIBIT 2“ '
-~ MARY C. HOFFMAN,

S1018357
NWMAR135801



S ° ®
Mr. Art Engel

Page 2 -
March 28, 1989

3. Northwest will continue to operate under Northwest's current use
agreement and lease agreements with the Port. The parties will
enter into good faith negotiations to amend the current use
agreement, as necessary.

4, The Port and Southwest have based their negotiations on the
repayment of Northwest's creditors in accordance with the
enclosed analysis sheet. The payment to cteditors remains
generally as shown on the attached sheet. ’

Yours very truly,

Robert L. Woodell
Executive Director

Eaclosure

20000040

R R

S1018358
NWMAR135802
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IN THE CIRCUIT COURT OF THE STATE OF OREGON

2 FOR THE COUNTY OF MULTNOMAH
3 WEST STATE, INC., )
an Oregon corporation )
4 ) No. A9001-00320
)
5 Plaintiff, )
) NOTICE OF DEPOSITION
6 ) SUBPOENA DUCES TECUM
V. )
7 )
PORT OF PORTLAND, )
8 a municipal corporation )
of the State of Oregon, and )
9 NORTHWEST MARINE, INC., an )
Oregon corporation, )
10 )
Defendants. )
11 )
12 TO: William H. Zavin II
Northwest Marine Iron Works
13 5555 North Channel Avenue
P. 0. Box 3109
14 Portland, OR 97208
15 .
Please take notice that on Wednesday, July 3, 1991 at
16
9:00 a.m. plaintiff West State, Inc. will take the deposition of
17 :
William H. Zavin II at the offices of Bogle & Gates, 222 SW
Columbia, Suite 1400, Portland, Oregon 97201.
19
You are hereby commanded to bring with you at the time and
20
place of deposition all documents, writings, and recorded
21
material in the possession of Northwest Marine, Inc. (whether
22 :
authored by Northwest Marine or someone else) referring or
23
relating to the following:
24
1. The bidding strategy of Northwest Marine since
25
January 1, 1989 including any plan, strategy or method to either
26
Page 1 - NOTICE OF DEPOSITION SUBPOENA DUCES TECUM BoGLE & GATES

1400 KOIN Center
222 S.W. Columbia
Portland, OR 97201-6697
(503) 222-1515

S1018360
NWMAR135803
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increase or decrease the pricing of labor, materials or equipment
in order for Northwest Marine to obtain more ship repair
contracts at the Portland ship Repair Yard.

2. All economic, financial or any other analysis or
discussion of competition among the existing ship repair
contractors at the Portland ship Repair Yard from January 1989 to
the present.

3. All economic, financial, or any other analysis or
discussion concerning whether or not Northwest Marine or any
other existing ship repair contractor could or should remain as a
ship repair contractor at the Port of Portland and, if it didn’t,
what economic and other effects would occur.

4. All economic, financial or any other analysis or
discussion concerning what would happen to the ship repair work
being performed by Northwest Marine in 1989, and to be performed
by Northwest Marine, if Northwest Marine ceased operations in
1989.

5. All economic, financial, or any other analysis or
discussion relating to whether or not specific ship repair work
would not be performed at the Portland Ship Repair Yard if
Northwest Marine ceased operations in 1989.

6. All economic, financial, or any other analysis or
discussion relating to whether or not additional ship repair
contractors (beyond Cascade General and West State) would
commence operations at the Portland Ship Repair Yard if Northwest

Marine ceased operations in 1989.

Page _
2 NOTICE OF DEPOSITION SUBPOENA DUCES TECUM BOGLE&GATES _

1400 KOIN Center
222 S.W. Columbia

Portland, OR 97201-6697

(503) 222-1515

S1018361

NWMAR135804
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7. All economic, financial, or any other analysis or
discussion concerning the economic impacts and any other effects
on the Port of Portland, on the public, on Northwest Marine, on
the existing ship repair contractors, on Northwest Marine
creditors, or on aﬁyone else if Northwest Marine ceased
operations at the Portland Ship Repair Yard in 1989.

8. All economic, financial, or any other analysis or
discussion of the impacts of having two ship repair contractors,
rather than three, operating at the Portland Ship Repair Yard.

9. All economic, financial, or any other analysis or
discussion as to any alternatives other than the sale of stock to
Southwest Marine, Inc. that were considered and evaluated by
Northwest Marine.

10. The labor wage rates used by Northwest Marine after
January 1989 to the present for each ship repair job it bid and
why these rates changed.

11. All economic, financial, or any other analysis or
discussion regarding ;abor availability, the competition among
existing ship repair contractors, bid rates, time in which to
complete ship repair contracts, employment levels, use and tariff
revenue levels, revenues td the Port, and the profitability or
not of existing ship repair contractors after January 1, 1989
depending on if Northwest Marine remained in business or ceased
operations in 1989.

12. The projected and the actual profitability of all

ship repair jobs of Northwest Marine in 1989, 1990 and 1991.

Page 3 - NOTICE OF DEPOSITION SUBPOENA DUCES TECUM BoGLE& GATES

1400 KOIN Center

222 S.W. Columbia
Portland, OR 97201-6697
(503) 222-1515

S1018362
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13. All ship repair jobs of Northwest Marine from April
1989 to the present including the following information as to
each ship: the total bid, the total number of man-hours of labor
bid, the labor wage rates used in the bid, any mark-ups of these
rates, the actual number of man-hours of labor, the actual total
labor revenues, and the total revenues. This request includes a
complete list of all ship repair projects of Northwest Marine
from April 1989 to the present.

14. All ship repair jobs bid by Northwest Marine from
April 1989 to the present, whether Northwest Marine obtained the
project or not, including the total bid, the total number of man-
hours of labor in the bid, the labor wage rates in the bid, and .
any mark-ups of these rates.

DATED this 2% day of June, 1991.

BOGLE & GATES

7547/}—- ﬂm;;

Gregory J. Min&t OSB No. 86247

TRIAL ATTORNEY:
David L. Canary, OSB No. 76086

[49\WSI\Zavin)]

4 - NOTICE OF DEPOSITION SUBPOENA DUCES TECUM BOGLE&GATES

1400 KOIN Center

222 S.W. Columbia
Portland, OR 97201-6697
(503) 222-1515
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CERTIFICATE OF SERVICE

2 I hereby certify that I served the foregoing Notice of
3 Deposition and Subpoena Duces Tecum of William H. Zavin II on the
4 following attorneys of record for defendants:
5 Guy A. Randles
6 Joan P. Snyder
STOEL, RIVES, BOLEY, JONES & GREY
7 900 SW Fifth Avenue
Portland, Oregon 97204-1268
8 Don Marmaduke
TONKON, TORP, GALEN,
9 MARMADUKE & BOOTH
1600 Pioneer Tower
10 888 S.W. Fifth Avenue
11 Portland, Oregon 97204-2099
12 by personally delivering a true copy thereof to said attorneys on
«
> day June, 1991.
13
14
BOGLE GATES
15 {i@ -
) L
16 7 ), /l//“‘p\
Gredory J. Mider
17 Of Attorneys for
Plaintiff
18
19
20
21
22
23
24
25
26
Page
| BOGLE& GATES
5 - NOTICE OF DEPOSITION SUBPOENA DUCES TECUM 1400 KOIN Center

222 S.W. Columbia
Portland, OR 97201-6697
(503) 222-1515

S1018364
NWMAR135807
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N6EE6773

SCHEDULE A LoV 0T QTATE RS
10 FINANCING STATEMENT

All of Borrower's rights arising under and pursuant to
that certain Department of the Navy (the "Navy") Job Order No.
N6283-90-C-0007 for Drydock/Topside/Spcnsor Modifications on
the USNS Neptune (T-ARC-2), Specification No. MSCP 90-04, as
evidenced by (1) that certain Notice of Award given by the Navy
to Borrower November 21, 1989, (2) that certain Award/Contract
issued by the Navy and dated effective November 21, 1989,

(3) that certain Solicitation, Offer and Award issued by the
Navy August 2, 1989, and (4) any other docume.t or agreement
conce:zning Job Order No. N6283-90-C-0007, together with all
amonnts due or to come due thereunder and all accounts
receivable arising pursuant thereto.

IS - T e et e e

S1018397
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SCHEDULE A
TO FINANCING STATEMENI

All of Debtor's rights, title and interest in and to
the sum of $192,984.00 payable to Debtor by Young Brothers,
Ltd., as evidenced by that certain invoice Wu. 90054, dated
December 4, 1983, referring to Job No. 89-071, covering
progress billing No. 3 for the vessel Barge Kamalu, together
with all amounts due or to come due ‘he-eunder and all accounts
re~eivable arising pursuant thereto.
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< -8 2068715590 'E ESTEP 09-01/89 .07 PO2

l September, 1989 Port Orchard, WA

From: President, Vonnie Dale Estep
Washington Nuclear Consultants
3608 Madrona Ave, S. E.
Port Orchard, WA 98366

To 4 President, William H, Zavin II
Northwest Marine Iron Works
5555 N, Channel Avenue
Portland, Oregon 97208

Dear Bill,

We were very pleased to recelve your call indicating
substantial progress on Project 100, The PCB issue 1s a
relatively complex problem that will require careful
planning to resolve. My understanding is that nearly all
ships will have components contailning PCB's, Additionally,
many of the ships have had PCB spills which have resulted in
contamination of lagging, etc. Although you have not asked
for our assistance in preparing a response to the PCB lissue,
we are in excellent position to provide advice to you. As
you are aware, Mike Is employed by Bovay Northwest (BNW).
BNw is a full service multi-disciplinary engineering firm,
including environmental engineering, and their staff
includes personnel who have extensive experience in removing
PCB's from electrical components and the associated PCB
cleanup and disposal operations. The BNW experience
includes familiarity with Federal and State regulations
regarding PCB's, including experience with the Federal
Comphrehensive Environmental Response Compensation and
Liability Act (CERCLA).

We do not know what your current plan Invoves for responding
to the PCB Issue, but we wanted to make you aware that these
services exist and can be made available on a confidential
basis to provide a prompt, comprehensive analysis of the
actions that are required. Please give me a call after you
have had the opportunity to review this information; I
woiuld like to set up a conference call between you, Mike
and myself on wednesday, September 6th, at a time of your
choosing to see if we can be of further assistance.

S"ce‘el -
bnledit

51018825
NWMAR135810
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B 2088715530 DALE ESTEP
NOFORN

iTEM CODE
1-01 CHENG-LB
1-02 CHENG-LB
1-05 SEA 07
1-09 SEA 05
1-11 CNO OP-45
1~12 PMS393
1-14 PM5396

LUOD ¢ 1 00TV . VUILHUO0QUUY 2 7 O

04-15-89 19:16 PG

ACTION

Coordinate and provide a consolidated
NAVSEA listing of 2F, 2J and 2§
cognizant material to be removed from
the decommissioned vessels. CHENG=L
will also coordinate with SPCC to ensure
SPCC cognizant material is properly
screened and report to PMS396.

Coordinate and provide demilitarization
and classsification guides for NAVSEA
2F, 2J and 25 cognizant material to be
removed from decommissioned vessels, and
to coordinate proper demilitarization
and classification coding from SPCC and
SPAWAR. This is an "open item" and will
be discussed at the next cenference.
PMS396 will assist CHENG-LB to identify
the APLs for specific items of interest
addressed by reference (b).

Pursue funding for the expansion and
maintenance of waterborne storage :

facilities.

SEA 05 will confirm that the land-scrap
procedures provided by reference (k)
satisfy the concerns/requirements of
reference (b).

Research recent case histories that

concern attempts by the Navy to either

scuttle or dispose of target vessels

at-sea, "

Initiate efforts to scuttle USS BONEFISH
or another diesel submarine which is
scheduled for inactivation.

Investigate conducting a hull scrapping
of an SSBN in conjunction with its joint
Inactivation/RC disposal availability

at PSNSY.,

NOFORN

He

Enclosure (2)

51018862
NWMAR135811
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NOFORN
JTEM CORE ACTION

SEA 07 Provide a funding requirement profile
(MILCON and maintenance) to expand and
maintain the inactive submarine storage

capacity.

2-01

2-02 SEA 07 Clarify/provide a schedule of the
annual inactive nuclear submarine

storage capacity.

2-03 CNO OP-43 Monitor and support progress of MILCON
and maintenance funding requirements
(for inactive submarine storage).

2-04 CNO OP-02 Review new OP-04 charter to resolve
and OP-43 funding sponsor responsibilities.

2-05 CNO OP-43 Provide response to NAVSEA ltr 4770 Ser
196A3/4194 of 11 Oct 88.

2-05A PMS331 PMS331 is responsible to continue its
efforts to prepare the two inactive
nuclear tenders at PSNSY for disposal
subject to the resolution and response
of Action Items 2-04 and 2-05 above.

2-06 SEA 08 Quantify and clarify the disposal and
security requirements for NNPI for at-

sea scuttle option.

2-07 PMS396 Request OPNAV concurrence/funding to
scrap SSBN 620 in conjunction with its

ongoing availability,.

2-08 PM5396 Task PSNSY to initiate planning to
dispose of SSBN 620 and prepare hull
scrap drawings which incorporate
requirements of NAVSEA 05 memo 4710 Ser
05AB/34 of 18 Oct 88.

2-09 PMS396 Request OP-43 initiate action to
authorize striking/scrapping of SSBN
620.

2-10 SEA 0% Determine feasibility of "torching"
submarine hull interiors prior to
disposal as an alternative security

measure.

2 NOFORN

S1018863
NWMAR1I2REQ19
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B 2065715590 DALE ESTEP

=

NOFORN Ny

}
ITEM CODE //
2~11 PMS396

=™,
<UDS ( 100wy -» o0
VE4UODUY , g
o

04-18-89 19.17 Po8

ACTION

Investigate use of privaté_shipyards/ /”f“
facilities to participate .in the L
scrapping of free-released nuclear

submarines after the first scrapping is
accomplished by a naval shipyard.

....

NOFORN

~ SI018864
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Page 9

cargo tanks, overhauling and repairing the inert gas system,
together with complying with the inspection requirements of

the Regulatory and Classification Interests.

COMMON SERVICES

The concurrency of Owners' and alleged Average repairs gives
rise, in the opinion of the Undersigned, to certain services
and their respective costs that may reasonably be considered
necessary for the performance of all categories of repairs
as follows.

Gas freeing and tank cleaning

(effected by ship's crew working

overtime) $.30,884.00

Tugs to and from the repair
facility $ 7,658.50

Pilot assistance to and from
the repair facility

R0z

15,547.43

Pilot assistance in and out of
the Columbia River Bar $ 6,739.39

Chemist's Gas Free
Certification:

First visit : $ 1,040.00

Forty-six (46) subsequent
visits at $330 per day $ 15,180.00

$ 16,220.00

Berthage and Services:

Safe berth, 32 days at
$1,042 per day

R2

33,344.00

L2

Provision of gangways 2,560.00

S1019463
NWMAR125899



Lineman services

Establishment of. fire
protection service

Maintenance of fire service

for fifteen (15) days

Establishment of potable
watexr supply

Supply of potable water

Establishment of
compressed air

Supply of air

Bilge connection charge

Removal of bilge water

Maintenance of garbage
service for full period

Establishment of shore
steam supply

Maintenance of steam
supply for forty-seven

(47) days at $270 per day

Establishment of shore
power supply

Supply of electric power

$

$
$

896.00

548.00

448.00

No charge

448.00

No charge

1,170.00

No charge

896.00

12,690.00

1,344.00

38,442.00

Page 10

W

3,584.00

1,444.00

448.00

448.00

1,170.00

3,840.00

13,586.00

39,786.00

S1019464
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Establishment of telephone

connection $ 896.00
Cost of calls $ 550.00
$ 1,446.00
Heat lamps fitting $ 1,844.00
Temporary protection of
decks ' $ 3,860.00
Establishment of sewage
connection $ 1,120.00
Charge for removal of
sewage S 648.00
Plastic materials disposal $ 648.00
. A Cranage $ 7,965.00
Port 6f Portland user fee $ 1,787.00
Total Cost of Common Services: $196,577.32

The above services were provided by NSNSy

Portland, Oregon, for an agreed cost of ONE HUNDRED AND
NINETY-SIX THOUSAND, FIVE HUNDRED AND SEVENTY-SEVEN DOLLARS
AND THIRTY-TWO CENTS ($196,577.32), which is considered to
be fair and reasonable for the services provided and does

not include an overtime excess cost.

The Port of Portland user fee in the sum of $1,787.00 is
separate and non-inclusive of any of the Port of Portland

. user fees incurred in respect of the individual repairs.

S1019465
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